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Editorial Comment 


Recent Banking Mergers 


LEARLY enough there exists at 
C present a marked tendency to- 
ward banking consolidation. 
This is shown by the recent merger 
of the Mechanics and Metals National 
Bank with the Chase National Bank 
in New York, the merger of the Girard 
National with the Philadelphia Na- 
tional in Philadelphia, and by the pur- 
chase by the National City Bank of 
New York of the Peoples Trust Com- 
pany of Brooklyn. These recent mer- 
gers were preceded some time ago by 
a number of others in various cities, 
indicating a widespread tendency. Pos- 
sibly some of the later mergers were 
prompted by a desire to be in better 
position to establish branches in case 
the pending branch banking bill 
should be enacted into law. A per- 
fectly legitimate explanation of this 
tendency toward banking concentration 
is found in the absolute necessity of 
being in a position to handle the loans 
offered by the constantly enlarging busi- 
ness concerns of the country. As the 
size of other business corporations in- 
creased it was very natural that there 
should be a corresponding increase in 
the size of the banks. Very likely the 
movement toward larger banking units 
has received some acceleration by the 
desire of the banks to cut down the 
proportion of their operating expenses. 
In view of all the circumstances, the 
tendency toward bigger banks is a nat- 
ural development of the times. It has 


not progressed to an extent that would 
incur the suspicion of an attempt to 
form a banking monopoly, nor is it 
likely to do so. With some 30,000 
banks in the country it will be a dif- 
ficult undertaking to get 50 per cent. 
of the number to enter into a combina- 
tion of any kind. The individual banks 
value their independence too much. 

New York is yet far from having 
such a degree of banking concentration 
as exists in London. The recent con- 
solidations in New York have been 
largely counterbalanced by the organi- 
zation of a number of new institutions, 
and there has been in recent months an 
increase rather than a diminution in the 
number of existing banks. 


& 


The Proposed New York 
Housing Bank 


UCH interest has been aroused 
in financial circles by the pro- 
posal of the Governor of New 

York to create a housing bank, designed 
to furnish funds for building low cost 
houses and cheaper apartments. In 
asking for the establishment of this 
new type of financial institution the 
Governor points out that building 
operations of the kind he considers de- 
sirable are no longer profitable. This 
is attributed largely to the high rates 
at present prevailing for building loans, 
although high wages and the cost of 
building materials are admitted to be 
497 
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important factors. High taxes and in- 
efficient government are not mentioned, 
although it could probably be shown 
that these factors are quite as impor- 
tant as any of the others in rendering 
certain building operations unprofitable 
and even somewhat hazardous. May 
not the high rate capital requires for 
building loans be rather an index of 
this lack of profit than its cause? If 
the cost of building materials were 
more reasonable, if wages were not 
so high, and if profits were not so 
largely absorbed by excessive taxation, 
is there good reason for believing that 
profits would not be so well assured 
as to bring forth an abundant supply 
of capital for building operations and 
at low rates? 

The fact is that by heavy taxation 
and legislative attempts to curtail rental 
charges the building of residences and 
apartments of the type the Governor 
desires has been rendered highly spec- 
ulative if not certainly unprofitable, 
and this must explain, to a consider- 
able extent at least, the reluctance of 
builders to extend their operations in 
this direction and also account for the 
high rates for loans on this class of 
houses. 

No one will question the desirability 
of securing better homes for the masses 
of the people of this country. But 
this could be better assured by the 
free play of economic laws than by 
a semi-socialistic scheme like the pro- 
posed New York housing bank. 


& 
Decline in the Stock Market 


ARLY days in March witnessed 

a rapid decline in sectrity prices 

in New York, the sharpest de- 
cline coinciding very closely with the 
announcement of the failure of the In- 
terstate Commerce Commission to ap- 
prove the Nickel Plate merger. As is 
usual in case of such coincidences, the 
rumor got abroad that there was a 
“leak” in regard to this action, which 
had the effect of giving the bear opera- 
tors the opportunity they had evidently 


been awaiting for some time. This may 
or may not be a true explanation of 
the recent Wall Street slump. Prob- 
ably, as a matter of fact, had the de- 
cision of the Interstate Commerce Com- 
mission been other than it was, a 
marked downward movement in the 
stock market could not have been much 
longer postponed. [Ever since last 
summer an almost uninterrupted rise 
had been in progress, which had, in 
many cases, carried securities to new 
high levels, and a reaction was about 
due irrespective of the decision in re- 
gard to the proposed Nickel Plate 
merger. Indeed, the latter event hardly 
bears the serious interpretation that 
the Wall Street slump would imply. 
It was based rather upon the finan- 
cial structure of the proposed merger 
than on the principle of the plan 
itself. The pessimistic view which 
Wall Street seems to have taken of 
the matter would be justified only 
in case the decision in this particular 
instance warranted the inference that 
it foreshadowed a general abandonment 
of the policy of the merger of railway 
systems already authorized by Con- 
gress. This does not appear to be a 
fair deduction from the Interstate 
Commerce Commission’s decision. 

Some criticism has been made of the 
Federal Reserve Banks for permitting, 
if not directly fostering, the heavy 
stock speculation and the continuous 
mounting of prices in recent months. 
Whether this criticism is just or not, 
it can hardly be extended to cover the 
recent decline in the market, for the 
Federal Reserve Banks have done noth- 
ing to precipitate the fall in the prices 
of stocks. 

Comparatively trivial incidents often 
start movements of prices up or down 
in Wall Street. The great sustaining 
forces of values consist in stable eco- 
nomic and political conditions, good 
crops, active industry and trade. Con- 
ditions are too favorable to justify the 
belief that Wall Street’s pessimism will 
be lasting. In fact it lasted about 
twenty-four hours. 
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The Development of Instalment 
Buying 


UYING goods of various kinds 

on the instalment plan has de- 

veloped to an extent that will 
probably surprise those who have not 
made a close study of this subject. 
It appears from a survey recently made 
by the Farmers’ Loan and Trust Com- 
pany of New York that in 1924 the 
products of various industries sold on 
this plan represented a value of $3,- 
293,411,878, of which automobiles were 
responsible for $2,182,561,878, furni- 
ture coming next with $765,000,000, 
followed by $100,000,000 for jewelry, 
$66,000,000 for washing - machines, 
$56,000,000 for phonographs, $44,- 
000,000 for vacuum cleaners, $40,000,- 
000 for pianos, and $39,000,000 for 
radios. 

The objection that instalment buy- 
ing has seriously interfered with the 
saving habits of the people finds no 
support in this survey. It is shown 
that savings bank deposits increased 
from $14,872,000,000 in 1920 to $23,- 
134,000,000 in 1925, and life insurance 
in force from $35,091,000,000 to $72,- 
000,000,000. It further appears that 
between 1918 and 1925 total wages 
and salaries paid by all branches of 
industry rose from $32,000,000,000 to 
$40,000,000,000. The report made by 
the Farmers’ Loan and Trust Company 
points out that it is from the great 
reservoir of income and savings that 
instalment buying is proceeding. 

The chief criticism levelled against 
this method of purchasing goods is that 
it encourages extravagance and reck- 
less buying of luxuries. As time goes 
on, with the increasing wealth of the 
country and the constant advancement 
in the standard of living, the difficulty 
of defining luxuries and necessities be- 
comes greater. Doubtless, the ascetic 
could show that most ‘of the things 
commonly regarded as necessities could 
be dispensed with. But this view finds 
an ever-diminishing degree of support. 
Perhaps a luxury is not so much an 
article that one can dispense with as 


it is something that one cannot afford. 
If instalment buying really unduly 
stimulates the acquisition of articles 
of this sort, it is open to criticism. 
But it must not be lost sight of, on 
the other hand, that the majority of 
the articles bought on the instalment 
plan have greater utility than many 
things for which cash is paid outright. 

No doubt there are faults connected 
with instalment buying that should be 
corrected, but it has now become such 
an important factor in the distribution 
of several kinds of goods and in bank- 
ing that any general curtailment of its 
use would cause widespread derange- 
ment. The survey made by the Farm- 
ers’ Loan and Trust Company throws 
much light on this important subject. 


& 


Income Tax Relief 


NE of the many paragraphs in- 
cluded in the 1926 Tax Revision 


Act crowned a six years’ cam- 
paign by the National Foreign Trade 
Council and American Chambers of 
Commerce abroad to relieve American 
citizens engaged in business in foreign 
countries from the provisions of the 
income tax. 

The citizens of foreign countries do 
not pay income tax on incomes earned 
during their residence abroad, and by 
the new law American foreign traders 
are placed on a par with their com- 
petitors. Some of the classifications of 
Americans thus relieved frdm income 
tax, are as follows: exporters, importers, 
sales managers, and the business force 
generally of American firms situated 
in the foreign field, Americans em- 
ployed in banking, insurance, account- 
ing, freight forwarding, branch manu- 
facturing and assembling, engineering. 
foreign exchange and similar technical 
work, professional men, such as law- 
yers, doctors, dentists, etc., employes 
of shipping companies, retail and whole- 
sale merchants and educators. 

The terms of the paragraph provide 
that Americans who are bona fide non~ 
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residents during six months or more of 
the taxable year shall not be taxable 
upon income earned in the country of 
residence. 

The National Foreign Trade Coun- 
cil, the United States Chamber of 
Commerce, the American Manufac- 
turers Export Association and other 
organizations have urged this legisla- 
tion for several years. The tax in- 
volved has not been large, but the ir- 
ritation caused by the fact that Ameri- 
cans have been the only foreign trad- 
ers engaged abroad who have had to 
pay income tax to their own Govern- 
ment has made it difficult to secure the 
best type of Americans for represen- 
tation in the foreign field. The recog- 
nition of the principle that American 
citizens abroad should be put on an 
equal footing with their competitors in 
their efforts to promote our foreign 
trade is of far-reaching value, since 
it relieves them from what was in ef- 
fect double taxation; that is, they had 
to pay an income tax in the country 
where they were domiciled and to their 
own Government as well. The exist- 
ence of this injustice no doubt gave 
rise to the employment of various sub- 
terfuges to avoid it, for which the pro- 
vocation has now been removed. Ameri- 
cans compelled to reside abroad in 
order to carry on business operations 
do not regard their exile from home with 
sufficient favor to make them accept 
double taxation without protest. But, 
aside from this, so long as American 
foreign business representatives were 
taxed, while others were not, it vir- 
tually acted as a discrimination against 
our trade representatives stationed 
abroad. That it required a six years’ 
campaign to remove this discrimination 
testifies to the slowness of Congress to 
act on measures plainly in the interest 
of developing American foreign trade. 
The failure to take effective means to 
relieve American travellers of exorbi- 
tant and discriminatory passport and 
vise fees is another case in point for 
which responsibility rests squarely upon 
the shoulders of the American Govern- 
ment. 


THE BANKERS MAGAZINE 


A Valid Criticism of the 
McFadden Bill 


N commenting on the McFadden 
| Bill, in the February number of 
THe Bankers Magazine, J. F, 
Sartori, president of the Security Trust 
and Savings Bank, Los Angeles, Cali- 


fornia, said: 


“A most serious situation has per- 
sisted in the United States during the 
last five years, as revealed by the fact 
that more than 2000 unit banks have 
failed during that period, and failures 
are continuing at the rate of about two 
for every business day. If there is 
any emergency in the country it is to 
be found in the number of failures of 
banks. If the McFadden Bill is an 
emergency measure it is strange that 
there is no provision in it designed to 
remedy this very serious situation. 
Nowhere in the bill are there any pro- 
visions designed to prevent the con- 
tinuance of this deplorable condition. 
Nowhere in it are there provisions for 
increasing the soundness of operations 
of the national banks or the safety of 
depositors. Nowhere is there any pro- 
vision for larger capitalization of na- 
tional banks, and it is patent that most 
of the failures have been of small banks 
inadequately capitalized. Nowhere is 
there a provision requiring an increase 
of capital as deposits increase.” 


The last sentence used by Mr. Sartori 
in his criticism of this measure deserves 
careful attention. In this statement 
he puts his finger on what must be 
justly considered as a fatal weakness 
in the American banking system, and 
one that may fairly be charged with 
responsibility for the large number of 
bank failures. 

Banks are watchful enough to see 
that their dealers are not expanding 
their business too much in proportion 
to their capital. But they fail to ap- 
ply this correct principle to their own 
business. A study of bank statements 
will show that, in far too many in- 
stances, deposit liabilities have been ex- 
tended far beyond the limits of safety 
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in proportion to capital. This prac- 
tice has become, in fact, so widespread 
as to justify the statement that it is 
the rule rather than the exception; that 
bankers are generally indifferent to the 
danger it involves; and that Congress 
is equally unconcerned. 

It must not be overlooked, however, 
that the better-managed banks fully 
understand the wisdom of increasing 
their capital equipment with the growth 
of business and have acted accordingly. 

Mr. Sartori has rendered the bank- 
ing business a timely service, by point- 
ing out accurately a situation that 
loudly calls for a remedy. 


& 


Commission on Loans for Out- 
of-Town Banks 


FFECTIVE from March 1, an 
E amendment to the constitution 
of the New York Clearing 
House Association provides that here- 
after member banks and non-member 
banks clearing through members will 
charge 5 per cent. of the amount re- 
ceived for interest on all street loans 
made for others, whether in their own 
names or otherwise. As this charge 
is to be but 5 per cent. of the interest 
received, it is hardly large enough to 
act as a check on loans made for out- 
of-town banks. Prior to the adoption 
of the rule, the New York banks were 
free to charge their correspondents 
whatever they thought proper, or to 
make no charge at all. This practice 
is now changed so that all banks must 
make a uniform charge of 5 per cent. 
of the interest they may receive on the 
loans. The charge was imposed on the 
ground that it constitutes a proper 
equivalent for the service rendered. 
Often. when local business is slack, 
and the banks outside the larger finan- 
cial centers find themselves in posses- 
sion of a superabundance of funds, they 
can make a profit by sending these 
funds to New York to be loaned on 
call. Aside from the profit derived, 
there is always an advantage to a bank 
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in having funds at call in New York 
on account of quick availability and 
without disturbing the local bank’s 
credit line. 

While responsibility for Wall Street 
speculation has been usually ascribed 
to the New York banks—a responsi- 
bility from which they have never 
sought to escape—it must be apparent 
that this is a joint responsibility at- 
taching in part to the banks of the 
country generally, which make a prac- 
tice of sending their funds to New York 
to be loaned out on call. Political 
criticisms of this practice have never 
convinced the out-of-town banks of its 
wickedness. 


& 
Signs of National Hysteria 


ECENT spectacular events in 

Wall Street serve to direct fresh 

attention to what seems to have 
become a distinctive American trait— 
the tendency to do things by fits and 
starts, and to display a more or less 
hysterical state of mind in the face of 
happenings that might well be regarded 
with unconcern. National prohibition 
has not sobered us mentally whatever 
it may have done physically. The 
craving for excitment, with every new 
concession to its demands, grows al- 
ways more insistent that previous limi- 
tations in the attempts to satisfy its 
insatiable appetite shall be outdistanced. 
The purveyors of amusements and of 
the lurid types of literature are hard 
put to it in making their efforts keep 
pace with this morbid demand, although 
it must be admitted that their labors 
are diligent and their inventive powers 
immense. No fantastic realm of the 
imagination has been left unexplored, 
no garbage-box has remained unemp- 
tied, in the attempt to minister to this 
unhealthy craving. The motion pic- 
ture has plumbed the depths of sensa- 
tionalism, the modern play has put the 
dramas of Wycheriey and Congreve in 
the class of harmless Sunday school 
dialogues, while too many of the cur- 
rent novels, newspapers and magazines 
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THE BANKERS MAGAZINE 


may be justly reproached with no 
other aim than to arouse and stimulate 
the most degraded passions of humanity 
and then to fatten on the vicious de- 
mand they have created. 

These ministerings to hysteria could 
never have attained their present degree 
of suecess but for some active or latent 
characteristic of the American people 
that makes them responsive to such 
vicious appeals. 

From these hysterical tendencies our 
business and banking operations are, 
unhappily, not exempt, as witness the 
happenings of 1893, of 1907 and 1920. 
with many less severe fluctuations in 
between these dates. 

It can hardly be expected that pro- 
duction, trade and exchange can pro- 
ceed uninterruptedly without frequent 
and even violent changes, since there 
are many real and serious influences 
which must affect these operations one 
way or another. But surely a more 
equable frame of mind is susceptible of 
slow development, and is greatly to be 


preferred to the prevailing hysteria. 

If one may not attain composure, 
as Browning did, by smiling at the 
restlessness of humanity as contrasted 
with the rest of the Creator, nor gain 
equipoise by contemplating nature’s un- 
hurried processes, nor reach tranquillity 
of mind through contemplation of “the 
serene and shining pathway of the 
stars,” there exist in the commonplace 
experiences of life manifold grounds 
for -suppressing hysterical tendencies 
at their outset. We need not go to 
that opposite extreme which would have 
us attain complete mental peace by in- 
tently looking at our own noses, nor 
copy that physical and mental sluggish- 
ness which is supposed to be char- 
acteristic of the peoples of. certain 
countries; but Americans do need to 
take stock of their restless tendencies, 
especially where these result in no good 
to themselves or to others. Our sudden 
ups and downs in business and in the 
securities market are in part due to 
unwarranted brainstorms. 


ay 


Thrift Week in Davenport 


LL barriers set up by competition 

in business were bridged by banks 
throughout the United States during the 
1926 National Thrift Week. Banks 
lent their help in supporting other in- 
terests, while private business interests 
and corporations dedicated part of their 
advertising to friendly “puffs” for 
banking and all in the name of an en- 
folding ideal, Thrift. 

At no point was there a more ex- 
tensive generosity shown toward other 
interests by the banks than at Daven- 
port, Lowa, according to a statement 
of the National Thrift Committee of 
the Y..M..C..A. There, in a series of 
daily display. advertisements. in local 
newspapers, the Associated Banks of 
Davenport’ lent heir united voice to 
And 
notable’ atnong the statements was one 
on life insntance, which, overlooking all 


competitive elements, declared, “Insur- 
ance is glorified thrift—the final evi- 
dence of a man’s love and devotion to 
that hallowed little group that looks to 
him for protection.” 

Advertisements also were devoted to 
encouragement of home building, and 
other features of the ninth annual thrift 
program. Of the ideal of thrift itself, 
the associated banks said: 

“Thrift is wise planning, wise sav- 
ing, wise spending. Thrift is a mighty 
means of bringing success and happi- 
ness to you and your family. 

“Decide now that thrift will guide 
your course during the next year, and 
January 18, 1927, should see you not 
only more prosperous but happier and 
more contented. Join in the celebration 
of Thrift Week—follow its teachings. 
See for yourself how thrift helps.” 





Have You a Picture of Your Bank ? 
By S. F. Clabaugh 


Vice-president City National Bank, Tuscaloosa, Ala. 


AVE you a picture of your bank? 

Not a photograph of your build- 

ing, but a picture of the bank 
itself, of all of its features, good and 
bad, and how they compare with other 
banks in your city, with the banks of 
your district and of the country as a 
whole—your earnings, your losses, your 
expenses, your net profits, in actual 
amounts and in percentages, and all 
the various ratios of your statement. 

Have you a picture of how this year 
compares with every other year in the 
history of your bank; how this month 
compares with last; and today with 
yesterday—a moving picture, if you 
please. Such a picture can be made 
of your bank, whether large or small. 
The trouble and expense are negligible ; 
the benefits and advantages, tremen- 
dous. 

The information stored away in 
hundreds of books is visualized on a 
single page—for your officers, your di- 
rectors, your employes. Not only is 
the information given, but its signifi- 
cance is readily apparent. 


A Labor Saving Device for the 
Manager 


These pictures are called graphic 


records. They are the greatest aid to 
executive control and the first labor 
saving device ever invented for the 
manager. 

Commerce and industry have made 
use of them for some time, a use that 
is rapidly increasing as their utility, 
convenience and even necessity become 
more apparent in our modern industrial 
organization. Banks, too, have come 
to use them in recent years. No ori- 
ginality, therefore, is claimed for the 
suggestion here. But their use thus 
far has been confined to the larger 
banks, for academic and _ statistical 
purposes. The purpose of this paper is 


to show that they are entirely feasible 
for small banks and serve a most prac- 
tical purpose. 

The accompanying charts are selected 
from some twenty-five prepared by a 
bank with a capital, surplus and undi- 
vided profits of $350,000 and total re- 
sources of less than $3,000,000. It 
was not contemplated at first to make 
more than a very few simple charts, 
dealing, for the most part, with the 
record of earnings. But the simplicity 
and advantage of graphic records be- 
came so apparent that the list was ex- 


tended to include many subjects. 


Almost any record worth keeping is 
worth charting. It takes a bookkeeper 
thirty minutes to post the daily state- 
ment, and five minutes to chart it after 
posting. And the chart shows every 
day for six months. It takes an hour 
or so to prepare the semi-annual re- 
port of earnings and dividends, and 
perhaps ten minutes to chart it in sev- 
eral different ways; i.e., to show the 
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Fig. 1, showing the percentage of gross earnings, 
net earnings, and net profits to capital invested 
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distribution of gross earnings in actual 
figures, in percentages, in ratio to capi- 
tal, surplus, and profits, and in com- 
parison with other banks. And when 
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Fig. 2, The percentages in which gross earnings 
were distributed among interest paid, expen- 
ses, losses, depreciation, and net profits 


charted, it is added to the record of 
ten years past, all on one page, a per- 
manent record for officers, directors, and 
stockholders. 


The First Step 


The first step in installing this set 
of graphic records, as the first step 
in any undertaking should be, was to 
get expert advice. An engineer con- 
nected with a local industrial corpora- 
tion, who has made a specialty of 
graphic records, undertook to supervise 
the installation of the records and train 
the employes to maintain them. The 
instruction amounted to a short course 
in drafting, to which the eligible em- 
ployes eagerly devoted two evenings a 
week for two months. The bank pur- 
chased the necessary drafting equip- 
ment and enough materials to last sev- 
eral years for less than $100. After 
the initial expense, which covered the 
tabulation of figures and the making 
of charts for a ten year period, there 
will be no further expense, unless an 
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occasional pen point or a bottle of ink 
is counted an expense. 

If, instead of training one or more 
employes to do this work, it is pre- 
ferred to have someone outside the bank 
do it, there should be available in every 
community large enough to have a bank, 
someone with sufficient training and 
aptitude to prepare these charts. An 
untrained person, however, cannot pre- 
pare graphic records worthy of the 
name. To be dependable they should 
be plotted with scientific accuracy and 
drawn with the proper instruments. 
There are a number of splendid text 
books on this subject and several com- 
panies specializing in supplies and ma- 
terials. 


The Time Required 


The time required is an hour or two 
every six months for all the records 
of earnings and profits, and fifteen or 
twenty minutes on each call for state- 
ment. If it is desired to keep the daily 
or monthly graphs, five or ten minutes 
will be sufficient for this work. 

One of the most interesting charts 
to the bank’s officers and to the direc- 
tors, is that showing the percentage 
of gross earnings, net earnings, aud 
net profits, to capital, surplus and 
profits, as shown in Fig. 1. This is 
the final result of the year’s operations 
and the information most desired. It 
compares the year’s profits with every 
other year in proportion to the capital 
invested. It shows the gross earnings, 
the net earnings (gross earnings less 
expenses and interest paid) and the net 
profits (net earnings plus recoveries on 
charged-off assets, minus losses, depre- 
ciation charges, ete.). This is the 
amount finally available for dividends 
and increase in the undivided profits 
account. 

The same information regarding all 
the national banks in the United States 
can be charted from data conveniently 
summarized in the annual reports of the 
Comptroller of the Currency. 

Fig. 2 is a percentage distribution 
of gross earnings. This information 
could also be shown for any one per! 
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Fig. 3. The distribution of gross earnings in actual amounts instead of in percentages, as shown in 
chart on page 504. The entire column represents gross eardings, and the sections the 
amounts distributed in the various channels. 


by what is known as a “pie” chart or 
“dollar” chart, that is, a circle and sec- 
tors. The portions of the dollar of 
earnings can be distributed in this 
familiar way as a summary for a year. 
The advantage of the “river” type of 
chart shown here is that it can be kept 
continuously from year to year and 
indicates the trend. 

Fig. 3 is a bar chart showing the 


distribution of gross earnings in ac- 
tual amounts from year to year. The 
entire column represents the gross earn- 
ings. The upper part shows first, the 
amount of interest paid, and then ex- 
penses; and the lower part, the net 
earnings from operations. This in 
turn is divided into net losses (losses 
less recoveries), depreciation and other 
charge-offs, and net profits. This chart 
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Fig 4. A series of bar charts showing the various items of the expense account, bringing out vividly 
where increases and decreases in costs occur 


can be kept on one sheet for a number years. Unusual variations can be ex 


of years and affords an instant compari- plained with foot notes. 


son of any of these items with other Fig. 4 is another series of bar charts 
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showing the various items of the ex- 
pense account. It pictures vividly in- 
creases and decreases in the costs of 
banking and shows impressively where 
they occur. Where budgetary control 
is practiced, the budget and the actual 
expenditures can be shown in parallel 
columns. 

Fig. 5 is a line chart showing the 
comparative growth of three banks in 
a community. The upper group of 
lines shows the total resources and the 
lower group the invested capital. In 
actual practice, this chart and many 
of the others used, may be drawn in 
different colors, thus distinguishing the 
lines or the sections more readily. The 
same color may be used for a given bank 
on each of the several charts. In the 
various charts dealing with earnings. 
the same “key” or combination of 
colors should be used in each instance. 
It will be less confusing, for instance, 
if the red indicates net profits, wher- 
ever net profits are shown. It will be 
noted that the key to Figs. 3 and 4 
is the same. 


Ratio Charts 


A ratio chart is prepared on ratio 
paper (logarithmic scale). The ad- 
vantage of charts of this kind is that 
they show percentage variations as 
well as numerical differences. They 
are coming into common use and are 
indispensable for certain purposes. It 
is impractical to chart a condensed bank 
statement on plain paper, whereas on 
ratio paper it presents a very intelli- 
gible picture. 

The “Survey of Current Business” 
issued by the U. S. Department of 
Commerce, using ratio charts in many 


instances. explains their advantage as 
follows: 


These charts show the percentage in- 
crease and allow direct comparisons be- 
tween the slope of one curve and that of 
any other curve regardless of its location 
on the diagram; that is, a 10 per cent. in- 
crease in an item is given the same verti- 
cal movement whether its curve is near 
the bottom or near the top of the chart. 

The difference between this and the or- 


dinary form of a chart may be made clear 
by an example. If a certain item, having 
a relative number of 400 in one month, 
increases 10 per cent. in the following 
month, its relative number will be 440, 
and on an ordinary chart would be plotted 
forty equidistant scale points higher than 


SSoerioee ors oe 


HEHE 


fem eee 


Ht 
HET 
HHH 


Fig. 5. A line chart, showing the comparative 
growth in total resources and in invested capital, 
of three banks in a community. 


the preceding month. Another movement 
with a relative number of, say, fifty, also 
increases 10 per cent., making its relative 
number fifty-five. On the ordinary (arith- 
metic) scale this item would rise only five 
equidistant points, whereas the previous 
item rose 40 points, yet each showed the 
same percentage increase. The ratio charts 
avoid this difficulty and give to each of 
the two movements exactly the same verti- 
cal rise, and hence the slopes of the two 
lines are directly comparable. The ratio 
charts compare percentage changes, while 
the arithmetic charts compare absolute 
changes. 

On the chart shown in Fig. 5, a vari- 
ation of $10,000 in invested capital re- 
sults in approximately the same vertical 
movement as $100,000 would in the 
total resources. On plain ruling 
(arithmetic scale) the invested capital 
would show only one-tenth the verti- 
cal movement shown in the total re- 
sources, although the percentage in- 
crease is the same. 
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Fig. 6 is a graph on plain ruling 
showing daily changes in deposits, 
earning assets, and cash. This chart 
is perhaps the least important of all 
those shown. It may be a convenience, 
however, in picturing daily changes in 
these items. Plain ruling (arithmetic 
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Fig. 6. The daily changes in deposits, earning 
assets, and cash in a given bank 


scale) is used here because the infor- 
mation wanted is the actual change in 
amounts, and not the relative change in 
percentages. The daily changes in the 
larger items would show scarcely any 
variation on ratio paper. 

There are many other charts which 
will be found interesting and useful. 
The condensed statement of one’s own 
bank can be charted monthly either by 
plotting the figures of each item on the 
first of the month, by taking the aver- 
age for the month, or by taking the 
maximum and minimum. In the last 
case, the varying thickness of the line 
indicates the range of fluctuation. This 
method is desirable in plotting one or 
more curves in different locations on 
the chart, but in the case of the con- 
densed statement, the overlapping of 
lines would cause confusion. 

The condensed statement of the bank 
should be shown on ratio paper for sev- 
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eral years back and in the future ex- 
tended to include each call of the Comp- 
troller of the Currency or the state 
banking department. Likewise, the 
published statements of neighbor banks 
on separate sheets may be charted on 
each call. Such charts give too much 
information to illustrate or emphasize 
any feature, but are valuable for ref- 
erence. 

Two interesting curves to show on 
a chart are the ratios of net losses 
to total loans in the case of one’s own 
bank and of all banks. Another chart 
should show the ratio of net profits to 
capital and surplus in the case of the 
bank and of all banks, over a period 
of years in the past, to be extended 
each year in the future. 

It will also be interesting to show 
on ratio paper the changes in the vari- 
ous classes of deposits—to know 
whether individual, savings, bank, and 
certificates of deposit are keeping pace 
with the total. 


A Flexible System 
Once a set of graphic records is in- 


stalled, many other interesting charts 
may be made. The beauty of such rec- 
ords is their flexibility. Almost any 
information desired can be illustrated 
graphically and often with surprising 
revelations. 

There are many sources of material 
for comparison—the annual reports of 
the Comptroller of the Currency and 
the state banking department, the sur- 
veys of the American Bankers Associa- 
tion and the various state associations, 
the splendid regional conferences re- 
cently instituted by the American Bank- 
ers Association, the studies in the bank 
magazines, and lately, information com- 
piled by some of the Federal Reserve 
Banks regarding the banks of their re- 
spective districts. 

A pamphlet issued recently by the 
Federal Reserve Agent of the Second 
District, comparing the operations of 
representative, member banks of that 
district, says: 

The banker wants to know whether the 
expenses of his bank are consuming a larger 
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or smaller proportion of his gross earn- 
ings than is the case in other banks of the 
same size. If his net earnings have been 
small, he wants to trace the cause: whether 
he pays too much for salaries, is not em- 
ploying his funds to the full, or is paying 
too high rates of interest on deposits. 

Of course other factors must be taken 
into account in making such compari- 
sons. For instance, a bank with a large 
amount of time deposits would show 
a higher interest paid account and a 
relatively lower percentage of salaries 
and other expenses. Local factors must 
also be considered in making compari- 
‘sons. 

Block Signals of Business 


Graphic records are growing rapidly 
in favor and their use in a few years 
will be very general. They are the 
block signals of business, and the most 
important development in executive 
control since the introduction of double- 
entry bookkeeping. 

They do not take the place of books 
and figures, but they supplement, com- 
bine, condense, compare, and interpret 
them. They are the opposite of red tape. 
They are the short cuts to the facts. 
They tell the whole story that he who 
runs may read. They give the gist 
of the matter, the crux—in the ver- 
nacular of business, they are the “net” 
on any subject. 

Not only are bankers interested in 
graphic records as an aid to the study 
of their own business, but they will 
welcome their use by borrowers in sup- 
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plementing financial statements. Noth- 
ing else can give so clear a picture of 
the history of a business, or the signifi- 
cance of certain trends. “One picture 
is worth a thousand words,” is an oft- 
quoted proverb and a true one. 

If graphic records are valuable to 
the bank’s officers, they are an even 
greater boon to the directors. It is 
doubtful if, after the president has 
finished his annual report to the stock- 
holders or read to the board the last 
report of condition any director or 
stockholder has a very clear or lasting 
impression of how the year’s operations 
compare with that of other years or 
other banks. The more exhaustive the 
figures or the more careful the analysis, 
the greater the difficutly in digesting 
or retaining them. 

On the other hand, the graphic pic- 
ture tells the whole story at a glance, 
affords opportunity for further study 
if desired, answers as many questions 
as the directors may ask and leaves 
a picture in the mind. 

The various charts, kept in a suit- 
able binder, will become increasingly 
valuable with the passing of time. By 
referring to them from time to time, 
on the calls for statements and the 
close of the semi-annual periods, they 
will become more and more familiar 
until, without any conscious effort, the 
past experience of the bank and the 
significance of current figures are in- 
delibly impressed on the mind. 

This is the bank’s picture. 
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T often happens that the universal belief of one age of mankind— 

a belief from which no one was nor without an extraordinary 
effort of genius and courage could at that time be free—becomes 
to a subsequent age so palpable an absurdity that the only difficulty 
then is to imagine how such a thing can even have appeared credible. 
‘aP —John Stuart Mill 

















The Evils of Prosperity 
By Richard W. Saunders 


HE paragraphs which follow are 

not written as a diatribe against 

riches. For the possessor of 
wealth who makes wise use of it confers 
a benefit upon society and brings honor 
to himself. 

Neither will what follows treat of the 
care and responsibilities of wealth. It 
is a law of economics that riches finally 
reach strong hands—hands which know 
how to conserve them and to use them 
properly. 

There is, however, a type of pros- 
perity which might be termed “pre- 
mature ;” where a man, successful in an 
initial venture, immediately convinces 
himself, by virtue of that fact, that he 
has discovered the road to riches and, 
more than that, he feels sure that the 
road is open and has few if any ob- 
stacles in the way that he cannot sur- 
mount. It is in this conviction that the 
danger lies. As old Owen Feltham 
wrote, ‘Felicity eats up circumspection ; 
and when that guard is wanting, we lie 
spread to the shot of general danger. 
How many have lost the victory of a 
battle, with too much confidence in the 
good fortune which they found at the 
beginning; surely ‘tis not good to be 
happy too soon.” 

It is a favorite and generally success- 
ful lure of sharpers to present their 
victims at the beginning with what they 
claim a quick and large return on the 
victims’ initial payments. Encouraged 
by this to leave the entire amount, it is 
not long before all the alleged winnings 
of the latter, as well as the principal, 
are entirely dissipated. 

On the stock market, how often does 
an initial gain encourage the player to 
go on and in time lose his all. For those 
who understand the mechanicse of spec- 
ulation, and especially those who thor- 
oughly know the stocks in which they 
deal, there is some hope of success. 
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Dealing in the market is a business of 
its own and must be learned as such. 
The “‘wiseacre” with his hunch, the fol- 
lower with his “tip,” and the woman 
with a few thousand who acts through 
a “friendly advisor” have slight chance 
against the well-informed manipulator. 

In a store the other day the writer 
overheard one of the clerks remark, “I 
don’t have to work here unless I want 
to. I can go down on the stock market 
and make ten times as much.” It is 
easy to divine what had happened. This 
clerk had evidently played the market 
and made a slight winning. That was 
enough to make him feel competent to 
take it up as a life work. 

In all walks of life, early success is 
a danger and there is need of constant 
vigilance and hard work to overcome it. 
How few authors live up to the promise 
of their first book! More than one man 
is known as a poet through one poem. 

The above is not written in disparage- 
ment of those who having thus succeed- 
ed go on along the lines of their suc- 
cess. It is more than likely that the 
decision is the right one. But the effort 
must be cautious; even more cautious 
because of the success. ‘There must be 
no letting down of the barriers. no di- 
minution of study and hard work along 
the chosen line. And especially must 
there be no undue elation and over 
confidence. This is also true of cor- 
porations. 

The rule to follow is well set out 
by old Feltham, “If the action be of 
worth that I take in hand, neither shall 
ill accident discourage me, nor a good 
one make me careless. If it happen 
ill. I will be the more circumspect. by 
a heedful prevention to avoid the like. 
in that which ensues. If it happen well, 
my fear shall make me warily vigilant. 
I will ever suspect the smooth stream 
for deepness; till we come to the end. 
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Can Banking Be Made Safer ? 
By Aaron L. Willouer 


@ 
HE last two decades of financial 
history in'the United States have 
seen an unparalleled expansion in 
banking. Not only has the number of 
banks doubled but the total of banking 
resources has more than quadrupled. 
The following figures are illustrative: 
Growth of Banking in U. 8S. 


(Resources in millions) 
National banks State banks 


Re- Re- 
Date Number sources State Trust sources 


(number) 
817 


1870 1,612 

1884 2,625 $ 2,2 
1904 5,331 6,6 
1924 8,085 22,5 


83 35 $ 
56 6,923 585 5,240 
66 17,436 1,664 25,140 

This hasty and incomplete summation 
of our banking development presents in 
bare outline, merely as a background, 
the constructive side of banking. 

There is another phase to banking, 
consisting of the destructive forces. 
The culmination of all destructive 
forces in banking is bankruptcy. A 
bank failure is quite a serious affair, 
much more so than that of a manufac- 
turing concern or of a merchandising 
corporation. A bank’s contact with the 
community which it serves is of a much 
more vital nature. It is not only the 
employes and owners wno are im- 
mediately concerned, but the deposi- 
tors who by having their funds 
tied up in the failure, are themselves 
often forced to the wall. Numerous 
instances could be cited of failures, 
especially of large banking institutions 
which tied up the funds of industrial 
corporations and even of other banks, 
in turn forcing them to the wall and 
leaving a trail of misfortune, misery 
and suffering in their wake. 

It behooves responsible government 
officials to do all possible to keep banks 
safe; to rescue, if possible, those in 
danger; and to suppress all unsafe 
banking methods and foster all possible 
safeguards; and it behooves all bank- 
ing associations, state and national, to 
aid in the spread of public education 


which will permanently improve the 
situation. Only to the extent that bank 
failures can be avoided and depositors’ 
money can be made safer, can a study 
of this kind be deemed of interest and 
of value. 

The large number of bank failures 
during the last five years, reaching its 
climax in 1924, has brought strongly 
before the public the question of safer 
banking. It is necessary to go back 
to 1893 to find a period when bank 
failures compare with those of 1924, 
both in numbers and in total liabilities. 
According to the reports of the Comp- 
troller of the Currency, the failures in 
the last four years increased bv leaps 
and bounds, as shown in the following 
table: 


Bank failures 
(000 omitted) 
State and private National banks 
Year ending Num- Liabii- Num- Liabili- 
June 30 ber ties ber ties 


1914 $ 32,059 
1915 10 
1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 237 64,550 3 

1924 777 223,188 74,743 


2,101 $605,854 299 $168,035 

*Does not include liabilities of five banks. 

The unusually large number of bank 
failures, following an amazingly rapid 
growth, presents a particularly disturb- 
ing factor. It indicates an unhealthy 
condition, either in bank organization 
or in banking policy, which must be re- 
moved. 

The failures for the calendar year 
1924, if the country is taken by federal 
reserve districts, shown below are in- 
structively illuminating: 

Bank failures by F. R. Districts 
Boston . pen CRICRBO ....00<000.-0..-0-8 OF 
New York . St. Louis . - 55 
Philadelphia Minneapolis 299 
Cleveland ..... Kansas City . 134 


Richmond ..... x Dallas ......... 52 
Atlanta . ini 4 San Francisco ...... 28 


It is at once evident that the more 
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highly commercialized northeastern and 
north central sections of the United 
States were comparatively healthy re- 
gions, while the failures were quite 
heavy in the southern and western sec- 
tions, and stalked through the north- 
west section, composed of the Minne- 
apolis, Kansas City and Chicago re- 
serve districts, like a malignant disease. 

It is gratifying to note that some 
of the New England and north central 
states have had no failures of state 
banks for years and others have had 
very few. The Banking Commissioner 
for New Jersey reports “no failure in 
the last eight years;” the State Bank 
Commissioner for Delaware reports 
none “over a long period of years;” 
and the Bank Commissioner for New 
Hampshire reports “one failure in the 
last twenty years.” 

During the war and the period im- 
mediately following the war, farm 
lands in the northwest were in active 
demand and brought high prices. This 
was coincident with a period of inflated 
prices for farm products. When the 
deflation came, prices of farm lands 
were higher than the value of the crops 
which they would produce warranted, 
and farm land prices likewise fell and 
fell rapidly. This left the banks who 
had loaned on the inflated values tied 
up in loans which could not be liqui- 
dated. Then also the banks in the 
northwest were prone to extend too 
large lines of credit to their customers 
for two reasons: first, in order that they 
might secure a high rate of interest on 
their loans; and second, because they 
over-estimated the value of the real 
estate owned by such customers. 

It will be instructive to learn what 
the records and the experiences of state 
bank commissioners show regarding this 
subject. In brief, the causes of bank 
failures could undoubtedly be summed 
up in two words; dishonesty, and in- 
competence. However, a more detailed 
analysis is desired here, and the vari- 
ous causes will be discussed seriatim. 
Certain suggestions are made, which it 
is believed would eliminate these causes 


as far as possible, and reduce bank 
failures to a minimum. 


Dishonesty 


“About 25 per cent. of the failures 
have been due to irregularities or em- 
bezzlements on the part of some officer,” 
writes the Bank Commissioner of the 
State of Indiana. 

Dishonesty always has been and 
probably always will be an important 
factor in bank failures. It is nothing 
new or peculiar to our times. The prev- 
alence of this cause of bank failures 
may be taken as a rough measure of 
the vigilance with which the govern- 
ment officials, both state and national, 
perform their duties. Nothing acts as 
a greater deterrent to. embezzlement, 
defalcation and theft, than the vigor 
with which the government officials en- 
force the laws which apply in such 
cases. 


The business of banking presents ° 


temptation for wrongdoing which are 
not met with ordinarily in other busi- 
nesses. It is, therefore, a solemn duty of 
the responsible directors and managers 
of banks to provide as many and as effi- 
cacious safeguards against wrong-doing 
as is possible. In general these may 
be provided: (1) by a competent and 
active board of directors, who will ac- 
tually direct the affairs of their insti- 
tution and will more or less frequently 
make a thorough examination of the 
assets of the bank; (2) by an accurate 
system of accounting and auditing 
which insists upon clear and exact rec- 
ords; and (8) by thorough examina- 
tions and competent supervision by gov- 
ernmental authorities. The common 
saying “Eternal vigilance is the price 
of liberty” cannot be too deeply im- 
pressed upon the minds of bank man- 
agers and of bank supervisors. The 
policy should be one of prevention 
rather than one of correction. 


Incompetence 


Banking can never be made safe until 
the men running the business under- 
stand it and give to it of their time 
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and energy. This applies to directors 
as well as to officials. If there were 
no incompetence among bank directors, 
none would be tolerated among officials. 


Lack of Supervision by Directors 


The duties and responsibilities of di- 
rectors are supervisory in their nature. 
Where there is a lack of supervision on 
the part of directors there is at once 
great opportunity for laxness on the 
part of the active executive manager. 
So much responsibility centers in the 
board of directors that one might even 
be justified in ascribing ail failures to 
“lack of supervision by directors.” 

A survey would no doubt show that 
only a few, probably only two men on 
the board of directors of the average 
bank, know their responsibilities and 
what their duties are. Election to the 
board is all too frequently accepted for 
the honor which such a connection will 
bring, and not for the services Mr. 
Director can render the bank. He is 
content to listen to the reports as read 
by the cashier, or president; enter half- 
heartedly into a cursory discussion of 
the loans; exchange a few remarks 
about the weather and crops; and go 
his way, self-satisfied and contented, 
feeling that he has performed his duties 
as a director. 

There can be no doubt that, if di- 
rectors could be more fully impressed 
with the importance of their duties and 
responsibilities, and would actually di- 
rect the affairs of their institutions, fail- 
ures would be reduced to a very great 
extent. The Commissioner of Banking 
for the State of West Virginia states 
it as his opinion that the greatest aid 
in making banking safer in this country 
would be an educational campaign 
among bank directors, for very few 
appear to be qualified for this service 
and very few take the trouble to inform 
themselves of the law under which they 
serve. 

The various state bankers’ associa- 
tions could profitably devote a session 
of each annual conventron to the 
education of bank directors and to 
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a discussion of the problems confront- 
ing them, and bank directors could 
with profit to themselves and to their 
institutions “listen in” on all the bank- 
ers’ gatherings. 


Incompetence of Management 


If there were no lack of supervision 
by directors, incompetence of manage- 
ment among bank officials would not 
exist. Incompetence would be rapidly 
weeded out. This incompetence, how- 
ever, has existed and has accounted for 
an amazingly large number of failures. 
Incompetence covers a “multitude of 
sins” in banking. A brief scrutiny will 
reveal many errors of judgment and 
committing of errors in banks, some of 
which may be classified as follows: 

Loaning to customers without any 
definite knowledge of the borrowers’ 
financial worth. 

Loans to accommodate friends and 
their friends. 

Excess loans. 

Excess loans to any one firm or cor- 
poration and the members thereof, the 
total of which exceeds the bank’s 
capital. 

Buying bonds because they are sold 
at a big discount or carry an attractive 
rate of interest. 

Trusting to the Lord to maintain the 
available cash reserve. 

Payment of illegal dividends and ex- 
pecting Santa Claus to leave sufficient 
earnings to cover the deficit created 
thereby. 

Members of the board borrowing un- 
duly of the bank’s funds. ’ 

Garbled reports and statements to 
supervising powers. 

Hoodwinking indifferent directors by 
setting up large earnings by false en- 
tries or accumulation of unearned ac- 
counts. 

The one antidote for incompetence 
is the trained banker. It is remarkable 
with what ease many men, without ex- 
perience or even banking knowledge, 
have stepped into responsible banking 
positions. Indeed they have found it 
easier to get in the banking business 
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than to stay in, and the present situa- 
tion is adequately described by the 
phrase, “too many banks and too few 
bankers.” 

If directors will not themselves un- 
dertake to have their institutions run 
by experienced bankers, then they must 
expect the public, which suffers from 
bank failures, to empower its repre- 
sentative—the State Bank Commis- 
sioner—with authority to debar the un- 
fit from responsible executive positions. 
The banking code of the State of Ne- 
braska provides for the licensing of 
the executive officers of banks, the sec- 
tion which applies reading as follows: 

No loan or investment shall be made by 
a bank, directly or indirectly, without the 
approval of an active executive officer. Ex- 
ecutive officers of banks shall be persons 
of good moral character, known integrity, 
business experience and responsibility, and 
capable of conducting the affairs of a bank 
on sound banking principles. No person 
shall act as an active executive officer of 
any bank until such bank shall apply for 
and obtain from the department a license 
for such person to so act. 


The One Man Bank 


One of the fruits of our “free bank- 
ing system” has been the one man bank. 
Many of the western and southern states 
permit the opening of banks with a 
capital of $10,000. In consequence of 
this there are a large number of small 
banks, where an ordinary mortal, not 
a superman, is expected to act as jani- 
tor, messenger, bookkeeper, teller, dis- 
count clerk, cashier, and ofttimes per- 
form the duties of the president. He is 
expected to render 100 per cent. effi- 
cient service, with a salary insufficient 
to maintain his self-respect in the com- 
munity under the prevailing standard 
of living. There is no one to relieve 
him when he is sick; when he needs a 
vacation or wants a day off. He is a 
slave to his job. If errors are made. 
there is no one with whom to check 
up. Errors are allowed to slide, and 
a correction is made here and a change 
there until finally he develops into a 
first class crook. The menace of the 
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one man bank is due to the lack of 
proper supervision by the directors. 

The solution of the problem is the 
elimination of these small institutions. 
With the present means of transporta- 
tion and communication, the small com- 
munity is not handicapped and does not 
suffer if the bank is located in the next 
town which may serve as the center 
of a larger community. There is con- 
siderable agitation in many states to 
fix the minimum capital for any bank 
at $25,000, and legislation to this effect 
has been proposed in several states. 

On May 19, 1924, R. L. Thornton, 
president of the Texas Bankers Associa- 
tion, in an address at the annual con- 
vention at Houston, said “Texas, as 
does the whole country, needs bank con- 
solidation instead of new bank charters. 
Too much of banking gross profit is dis- 
sipated in duplicate and unnecessary 
executive overhead and other expense 
which could be used to better advan- 
tage in building up communities.” 


Excess Loans 


“The most common violation,” says 
the Bank Commissioner of Kansas, “was 
that of permitting excess loans.” Ex- 
cessive loans have caused almost one- 
fifth of the failures in the national 
banking system since its beginning. 

Diversification is one of the cardinal 
principles of investment. On the basis 
of this principle, most banking codes 
provide that the loans to any one cus- 
tomer, excepting those secured by good 
collateral, shall not exceed a certain 
percentage (10 per cent. under the 
National Bank Act) of the bank's 
capital and surplus. An unsecured loan 
which exceeds this specified percentage 
of the bank’s capital and surplus be- 
comes an excess loan. 

The fact that a loan is a so-called 
excess loan does not necessarily make 
it a bad loan. It is usually not diff- 
cult for a financially responsible cus 
tomer, if his credit standing warrants 
it, to secure a loan up to the bank’s 
legal limit and then borrow the balance 
of his requirements from another bank. 
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The excess loans that cause trouble are 
those that were bad to begin with and 
which should never have been made. In 
an address delivered on May 21, before 
the Kansas bankers’ convention, R. L. 
Bone, Bank Commissioner of Kansas, 
said: 

I took occasion to analyze some of these 
excess loans and in tracing them back to 
their origin I found that they were close 
to the bank’s limit when they were first 
made and when the loan matured the bor- 
rower was not only unable to pay the loan 
but was also unable to meet the interest. 
I found that when a renewal note was taken 
the interest was added to the note and 
after several renewals the loan naturally 
became an excess. The fact that the bor- 
rower was unable to pay even the interest 
on his note when it became due convinces 
me that it was a loan that never should 
have been taken into the bank at the start. 


The heart of the bank is in its credit 
file. If officers and directors would look 
carefully into the credits extended and 
would require statements showing the 
financial status of the borrower, the 
number of bank failures would be re- 
duced to a marked extent. Bankers 
must realize that it is not their own 
funds, but those of their depositors 
which they are loaning. 


Excess Loans to Officers and Directors 


Extravagant loaning to officers and 
directors, even though it is a much dis- 
credited practice, is quite prevalent. 
This practice has caused many bank 
failures. Many bankers act as though 
the bank’s funds were primarily for 
their own use and for the use of com- 
panies in which they are financially 
interested. What is needed is bankers 
who have no other interest to take up 
their time and the bank’s money. 

The report of the Idaho Banking 
Code Commission has this to say on 
this subject: . 


One of the frequent local causes of bank 
failures is the fact that officers of banks 
have heen interested in side ventures, as 
silent partners and otherwise, and have 
loaned funds of the bank for things in 
which they were directly or indirectly fi- 


nancially interested. This practice has oc- 
curred in most instances with the managing 
officer of the institution. 


As a remedy for this situation the 
proposed Idaho Banking Code contains 
a section on loans to officers, which 
makes it illegal for any bank to loan 
to a director, officer, or employe, ex- 
cepting under very strict regulations 
and limitations, while the Banking Code 
of Nebraska forbids loans to officers 
and employes altogether. 


Excessive Real Estate Loans 


Unfortunately there are officers and 
directors who attempt to make a com- 
mercial bank serve the purpose of a 
building and loan association. They 
accept many loans secured by local 
real estate, which often prove to be 
“frozen” for the reason that, when it 
is necessary to realize on the assets of 
the bank to meet an emergency, there 
is no satisfactory market for the sale 
of the real estate, and the consequence 
is failure. 


Miscellaneous Causes 


One bank commissioner reports as 
a cause of failures the deposit of large 
sums of public money in country banks, 
which have qualified for such deposits. 
Often the bank receiving such a deposit 
has more loanable funds than the com- 
munity can wisely use, and in an effort 
to make this deposit earn its cost, spec- 
ulative loans are made which prove to 
be uncollectable, and when the deposit 
of public money is withdrawn, the bank 
finds itself unable to realize on its loans, 
and failure results. 

Many bankers are over-anxious to 
make a good earnings showing, and are 
too desirous to get rich quick. This 
leads them to make loans at high rates 
of interest, which turn out to be slow, 
“frozen,” or even a total loss. 

Insufficient capital is frequently men- 
tioned as the reason for the failure of 
many small institutions. A few bad 
loans by such banks soon wipe out the 
capital and surplus and create a state 
of insolvency. During the war and 
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during the period immediately follow- 
ing the war, deposits had reached an 
enormous total. Loans were made often 
without due regard to security or to 
the responsibility of the borrower, and 
in many cases just such rash exten- 
sions of credit as these have brought 
about bankruptcies. 

There are instances where banks are 
controlled by outside interests. The 
funds of the bank are used to finance 
and advance the interests of these out- 
side affiliations, and when adversity 
overtakes their industry, failure re- 
sults. Only last year three banks under 
the control of one man, financially in- 
terested in the soft coal industry, were 
closed, due, it is reported in the public 
press, to the slump in that industry. 

The stress of natural conditions as 
a cause of failures is not to be over- 
looked. The Superintendent of Banks 
of the State of Montana, in his last 
report, vividly pictures the withering 
scourge of drought in his state, the 
painful period of deflation, and the 
utter breakdown of agriculture, cul- 
minating in the excruciating experience 
of bank failures. There is always 
ground for controversy as to whether 
the stress of natural conditions uncon- 
trollable by man, or whether other 
causes, man-made and controllable by 
man, exerted the greater influence. 


Unsafe Practices 


A study of the problem of making 
banking safer is not complete without 
reference to some of the present day 
practices which sap the strength of 
banks. These practices are the re- 
sult of the competition for deposits. 
and more commonly take the form of 
high rates of interest on deposits, the 
rendering of banking services to a cus- 
tomer whose deposit balance is too 
small to compensate the bank for such 
services, as well as the rendering of 
many so-called gratuitous services. 

What is needed among banks today 
more than anything else is co-operation. 
The headlong scramble for deposits is 
weakening, rather than strengthening, 


the banks of today. In his address 
before the Texas Bankers Association, 
R. L. Thornton said: 


The mad rush to increase deposits, ap- 
parently on the theory that the public meas- 
ures a bank’s strength and safety by the 
deposits it carries, is fraught with danger, 
for when a banker pays more for deposits 
than they will return him, he is sacrificing 
not only his own safety, but that of the de- 
positors and others, and is striking down 
the fundamentals of sound banking. 


The danger from the high rate of 
interest offered for deposits is re-echoed 
in the warnings issued by the various 
state bank commissioners, but so long 
as co-operative action is lacking and so 
long as each banker by himself is afraid 
to take the initial step in lowering his 
interest rate on deposits, the ruinous 
competition will continue. 

The rendering of banking service to 
a customer whose deposit balance is too 
small to compensate the bank has been 
and is being discussed at bankers’ meet- 
ings and in banking journals under the 
title of “analysis of accounts.” This 
is a subject well worth the banker's 
time and study, particularly at a time 
when earnings are not showing up as 
they should. 


Guarantee of Deposits 


There is a small group which be- 
lieves that the guarantee of bank de- 
posits will safeguard the depositors’ 
money. This has been tried in Okla- 
homa, North and South Dakota, Wash- 
ington, Kansas, Nebraska and Texas. 
Oklahoma not only found the law did 
not save the depositors from loss, but 
it actually weakened the remaining 
state banks which were assessed for 
the losses incurred by the tailed banks; 
and it was abolished in 1923. In North 
and South Dakota and in Washington 
the operation of the guarantee law, for 
all practical purposes, has been sus- 
pended, for the deposit liabilities of 
the failed banks are so heavy that an 
assessment against the solvent banks 
to pay the liabilities would reduce them 
to a state of insolvency. The opera- 
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tion of the guarantee law in Kansas, 
Nebraska and Texas has been more 
favorable, largely, if not wholly, be- 
cause the deposit liabilities of the failed 
banks in these states have not aggre- 
gated such large totals. 

The fundamental fallacy in the policy 
of guaranteeing deposits is that it does 
not discriminate between the good 
banker and the bad banker; that the 
successful banker is penalized for the 
losses of the unsuccessful; and that the 
best are reduced to the level of the 
worst. 

The survey of bank failures has 
brought to light many defects and de- 
ficiencies in our banking management 
and policies. In brief, this survey has 
shown the need of revision of state 
banking codes, the need of conscien- 
tious capable bankers, and of a stricter 
supervision of banks. 


Revision of Banking Codes 


The banking codes of many states 
are either obsolete or so much out of 
date as to fail to meet present day 
needs. New banking codes have been 
under consideration in recent years in 
quite a few states. Experience shows 
that seldom are banking laws, although 
obsolete, revised until necessity, or a 
series of failures such as the last few 
years have seen, arouses public interest 
in the problem. It is perhaps inevit- 
able that, with each of the forty-eight 
states having a separate banking code, 
no two should be exactly alike. Each 
banking code, if it is to be successful, 
must nevertheless take cognizance of 
certain banking principles which are 
fundamental, and must build upon them. 

In any revision of banking codes, the 
problem of sufficient banking capital 
must be considered. Many states per- 
mit banks to organize and do business 
on $10,000 capital. Under present con- 
ditions, this is insufficient to run any 
bank on an efficient basis. 

Another weakness is the failure to 
restrict or limit loans to officers. The 
laws of Nebraska and the proposed law 
of Idaho in this respect could profit- 
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ably be followed by many of the other 
states. So long as men without train- 
ing and devoid of conscientious scruples 
can so easily enter banking, legal re- 
strictions must be placed on loans to 
officers to safeguard the funds of de- 
positors. 

In many cases banks recklessly ex- 
ercised the privilege of rediscounting 
to the full extent, and others used all 
their good assets as collateral for loans 
from correspondent banks, in some 
cases pledging $3 of assets for a $1 
loan. This reckless expansion has 
brought heavy losses to depositors. 
While it would be unwise to set an 
absolute and arbitrary limit to redis- 
counting and.-to the pledging of a bank’s 
assets, it would be a distinct step for- 
ward to place such bank operations 
above a certain minimum figure under 
the control of the bank commrssfoner. 


The Trained Banker 


Laws can never supply the deficien- 
cies in training or offset the weaknesses 
of human nature in the executive per- 


sonnel of any bank. The Bank Com- 
missioner of Oklahoma expressed a pro- 
found truth when he stated that, in 
order to make banking safer, there is 
needed: first, conscientious, capable 
bankers; second, conscientious, capable 
bankers; and third, conscientious, ca- 
pable bankers. A conscientious banker 
is honest, and a capable banker is a 
trained banker. It is extremely im- 
portant that the men who have the con- 
trol of the funds of a community should 
have these two requisites. The laws 
of very few states give the bank com- 
missioner any power of keeping out of 
office men who have had no banking ex- 
perience. The selection of the active 
executive officer is usually at the dis- 
cretion of the board of directors, and 
he is usually the predominating figure 
on that board. If he is a man of ex- 
perience and is conscientious, so much 
the better; but if the board of directors 
proves itself derelict in its duties, the 
public must take a hand in these matters 
and provide that none but trained bank- 
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ers shall hold active executive positions 
in banks. 

The trained executive of a bank 
should be properly compensated, so that 
he would not feel the need of engaging 
in outside ventures. Outside ventures 
on the part of bank officials have 
wrecked many institutions, not only be- 
cause the official could not give the 
needed time to the bank’s affairs but 
also because the bank’s funds were used 
to finance these side ventures, and the 
loans which were so made could most 
likely not have been gotten from any 
other source. 


Stricter Supervision 


There is no supervision which can 
take the place of the supervision which 
the directors owe their institutions. 
That is not to say, however, that no 
other supervision is needed. Every 
state, without exception, has its bank 
commissioner, whose duty it is to see 
that the banking laws are enforced. 
The state laws in many instances are 
enforced with considerable laxness. 
This is not generally due to lack of 
energy or ability on the part of the 
bank commissioner, but it is all too 
frequently due to the fact that he is 
unable, with the force of examiners at 
his command, to cope with the situa- 
tion, and to overcome political inter- 
ferences. Positions in the bank com- 
missioner’s office are considered as po- 
litical plums and are treated as such. 
The administration of the bank com- 
missioner’s office should be removed as 
far from political influence as is pos- 
sible. He should be free to build up a 
permanent force of trained and capable 
bank examiners, who would receive a 
compensation comparable with their 
abilities. A stricter supervision’ of 
banks, by state and national banking 
authorities would go far toward reduc- 
ing bank failures. 


The Clearing House Examination 
System 


The clearing house association is an 
organization mutually agreed upon by 
banks for their convenience in clearing 
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checks. Ranking in equal importance 
is the introduction of the clearing house 
examination system. By agreement 
among the members for mutual protec- 
tion in the interest of themselves and 
of the public, each member bank is 
examined periodically by a clearing 
house examiner for the purpose of 
supervision and regulation. Such ex- 
aminations serve to bring together the 
list of borrowers from all the banks of 
the city; they serve as means of re- 
vealing many a dangerous situation in 
time to supply corrective measures; 
they provide a means of controlling the 
duplicate borrower. The best recom- 
mendation of this system is that wher- 
ever it has been adopted, no depositor 
has ever suffered a loss. 

A system so effective in a city should 
be of similar value to a group of banks 
in neighboring towns, in a county, or 
in any section of territory of limited ex- 
tent where the operation of the clearing 
house examination system is feasible. 

In contrast to the policy of guaran- 
teeing deposits, the influence of this 
system upon its members is wholesome. 
The best are not reduced to the level 
of the worst, but the worst are raised 
to the level of the best or eliminated. 


Leadership in Banking Policy 


The free and independent banking 
system in this country has developed 
into a duel between the state banking 
systems and the national banking sys- 
tem, and has injected many complexi- 


ties into the problem. While the state 
banks far exceed the national banks 
in number and in resources, the national 
banks, knit together as they are in the 
Federal Reserve System, are looked 
upon as the bulwark of the financial 
strength of the nation. While the na- 
tional banks had their full share of 
failures, the mantle of leadership in 
banking policy, by virtue of the fact 
that the National Bank Act is nation 
wide in its application, should fall upon 
the national banks. The National Bank 
Act should be revised to serve aS 4 
model. to which the state banking codes 





nce 
use 
vent 
tec- 
and 
a 
ring 

of 
ex- 
the 
s of 

re- 
n in 
ITeS; 
x the 
com- 
yher- 
sitor 


ould 
yanks 
y, or 
d ex- 
aring 
le. 

aran- 
~ this 
some. 
level 
raised 


d. 
y 


nking 
‘loped 
inking 
B sys 
yplexi- 
» state 
banks 
ational 
in the 
looked 
rancial 
he na- 
are vf 
hip in 
1€ fact 
nation 
]] upon 
i] Bank 
e as 4 


g codes 


THE BANKERS MAGAZINE 519 


might find it expedient to conform as 
nearly as possible. 

There is much of the human element 
in banking. Nevertheless, leadership, 
to be effective nation wide, must work 
through a system that is nation wide in 
its influence—namely, through the Fed- 
eral Reserve System and its members. 
If, on the other hand, state banking 
systems are allowed to grow stronger 
at the expense of the national system, 
these heterogeneous systems can pro- 


duce only chaos in-our national bank- 
ing policy. The Congress of the United 
States owes a solemn duty to the pub- 
lic, whose servant it is, so to revise the 
national banking laws that the banks 
operating thereunder may serve their 
communities to the best advantage, 
with the result that the present trend 
of surrendering national charters for 
state charters may be reversed and that 
the banks in this country may be knit 
together in one homogeneous system. 


au 


The Psychology of Embezzlement 
By William Ashdown 


N the lobby of the post office in the 

little village of X 

days before Christmas, there stood 
the usual line of townsfolk waiting their 
turn to dispatch their Christmas pack- 
ages. Among those in waiting was a 
young man, ex-cashier of the local bank. 
Some three years previous he had gone 
out to lunch one day and disappeared 
as completely as if the earth had swal- 
lowed him up. A check up of his ac- 
counts had been in progress for a few 
days prior to his leaving and it was 
found subsequently that he was about 
$40,000 short. The trail had, no doubt, 
come dangerously close to discovery 
and, taking a package of money out of 
the vault, he put on his hat and walked 
out. 

For many weeks thereafter the de- 
falcation and disappearance was town 
talk. When the true amount of the 
shortage was ascertained, his family 
came to the rescue and made good the 
loss. While the public is quick to for- 
get such an incident where the rank 
and file of bank depositors suffers no 
loss, the whereabouts of this young man 
was for a long time a topic of frequent 


inquiry. He was reported to have been 
3 


seen in various parts of the country, 
but insofar as the public was concerned 
he had gone for all time. 

Taking up the evening paper, shortly 
before Christmas, the public was in- 
formed that he had voluntarily surren- 
dered to the court that day, pleaded not 
guilty to the charge, and had been re- 
leased on bail. The next day he ap- 
peared on the streets of his native town 
and was greeted by those who knew 
him and liked him as one who had re- 
turned from a long journey; and the 
atmosphere of the post office lobby was 
that of a rececption to a returning hero. 
He seemed to feel no embarrassment, 
and neither did his friends, for he had 
a likeable personality and was exceed- 
ingly popular in the days of his bank 
administration. 


Old Time Ideas 


Time was when to defraud a bank 
was a serious matter. The perpetrator 
of any fraud upon a bank, whether the 
sum involyed was big or little, was 
looked upon as an outcast. He had be- 
trayed a trust that was a serioys matter. 
He was plainly a thief. As a matter 
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of fact, in the early days, when a man 
left a bank position under any sort of 
a cloud, he was looked upon with sus- 
picion. There was always a doubt as 
to the reason for his going and gossip 
and scandal traveled fast and told sin- 
ister tales. But to be openly convicted 
of defaulting was a signal mark of dis- 
honor and punished legally and ethi- 
cally as such. But as the years have 
gone by, there seems to hav. come into 
the public mind a charitable fecling for 
the bank defaulter, particularly if he 
or his friends make good the loss. This 
feeling seems also to have gotten hold 
of the courts, which have in many cases 
meted out only a mild punishment. To 
such an extent has this process prevailed 
that today bank defalcations are looked 
upon as to be expected and are taken 
as a matter of course. 


First Impressions 


The writer's first impresston of bank 
defaulters came during the first years 
of his banking career. About 1890 it 
was discovered that two of the town’s 
leading citizens had for years past been 
systematically stealing from its largest 
bank. The shortage was somewhere 
about $400,000 and nearly wrecked the 
bank. Excitement ran high. The town 
was shocked as it had never been 
shocked before. The crowds surged 
about the bank endeavoring to get their 
money out before the doors were closed, 
perhaps forever. The officiais went up 
and down the line assuring the fright- 
ened men and women that the bank was 
all right and everybody would get their 
money. (This was before the exact 
shortage was known.) Some who be- 
lieved their assurances went home with- 
out their money, while others remained 
in line until the tellers handed out their 
savings. The pressure was too great, 
and the bank surrendered. In due 
course it was determined that a scaling 
down of each account by 15 per cent. 
would place the bank back into sol- 
vency .and upon court order this was 
In consequence each depositor 


done. 











lost approximately one-sixth of his de- 
posit. 

That was many years ago, but the 
memory of those trying days has not 
died; rather, it is ever fresh in the 
minds of those who were affected by the 
loss or who witnessed the affair from 
the sidelines. 

These men had been leading citizens, 
They owned much property. They had 
country homes as well as city dwellings. 
They lived well. They were leaders 
in the church and in society. None were 
more honored than they, for they had 
that peculiar reverence shown them that 
was accorded the old-time banker. 

But once the source of their ill gotten 
wealth was known, they became a by- 
word. The gossips shook their heads 
and said: “I told you so—I always 
suspected something was wrong with 
that pair.” They became outcasts, for 
had they not robbed the poor? They 
were criminals and deserved rich pun- 
ishment for betraying their trusts. To 
steal anything was bad enough; but to 
steal the widow’s mite was worse. How 
were the mighty fallen! The law sent 
them to jail for substantial terms and 
they both died in prison, mourned by 
few. remembered unkindly by many, 
and yet today their memory is an ob- 
ject of derision. 


The Underpaid Employe 


There is now and always has been 
much sympathy for the underpaid bank 
employe who pilfers from his bank. 
Case after case has come to the public 
notice where a teller or a cashier oF 
some other official in a position of trust 
has found it quite impossible to make 
both ends meet on the meagre wage 
doled out to him. He is expected to 
dress well, live in a good neighborhood 
and act the part. He finds the demands 
upon his purse so many and so fre- 
quent that he falls prey to the tempter 
and takes a little, hoping to put it 
back, sometime, somehow. He gets in 
deeper and deeper. In his desperation 


he plunges, hoping to make a killing 
and settle up. But the game goes 
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against him and he is caught. And 
when it appears that he held a very 
responsible job on a ridiculous income, 
public sympathy is generally against 
the bank for making it necessary (?) 
for him to steal. But when one higher 
up, with a more substantial income 
stoops to theft, and uses the proceeds 
in speculation and gambling and high 
living and the like, public feeling is 
quite apt to be against him. Theft in 
either case cannot and ought not be 
excused or condoned; but in the 
former case it can easily be expla‘ned 
and understood. 


Causes of Embezzlement 


The fundamental causes for bank 
defaleations are two: first, a desire for 
something; and secondly, the oppor- 
tunity to gratify that desire. The de- 
sire may be for money to satisfy the 
immediate demands of the man and his 
family. This is true in many cases 
of underpaid bank workers. It may 
be a desire to acquire riches by the 
Wall Street route, which is a frequent 
cause for theft. It may be an ambition 
to shine socially; to make an impres- 
sion upon the public and show that the 
bank man has “arrived.” It may be 
the desire to gratify the wife’s desires 
for luxury beyond the bank man’s 
means, and this is not uncommon. But 
it is hardly fair to place the blame 
upon the woman, who may be ignorant 
of the source of the luxuries she en- 
joys; for no normal woman would ac- 
cept these privileges if she knew the 
origin of the wherewithal. They must 
someday come to a disastrous end and 
that is worse than not having them at 
all. It often happens that the bank 
man, in an endeavor to build up the 
business of the bank, takes risks with 
his customers that eventually lead him 
into trouble himself, and without profit 
o his part. This can well be under- 
stood by the experienced banker. It 
may also be from pure desire to “hit 
the high spots” of life at the bank’s 
expense. with a steady pilfering of 
small amounts. One who is now serv- 


ing his term at Atlanta confessed that 
for years—in fact from the time the 
bank opened its doors until he was 
caught—he took money steadily and 
spent it having a good time on Broad- 
way. 

The basic reason is, of course, the 
desire for money to gratify some wish 
that one otherwise could not satisfy. 
The opportunity is ever present and it 
remains only to institute a system of 
theft that has, in the perpetrator’s 
mind, fair chance of concealment. No 
two men work exactly alike, but a 
reading of the inside story of bank 
defalcations will show that the opera- 
tions follow essentially similar lines, 
varied only in detail. 

There are only two ways of abstract- 
ing money in a bank: (a) By -ithhold- 
ing receipts from the bank, that is to 
say, preventing the funds from going 
into the bank’s assets, while giving the 
depositor credit for the amount in his 
book. Pilfering in the form of taking 
the income from loans and investments 
belongs in this category. (b) By tak- 
ing assets of the bank, whether in the 
form of money or securities, and put- 
ting in their place forged or fictitious 
vouchers, or none at all. This latter 
is abstraction per se, as distinguished 
from withholding funds or preventing 
funds from reaching their proper des- 
tination. 

A census of the bank defaulters as 
respects the psychology of their thefts 
would doubtless show that few ever 
intentionally stole. They “borrowed” 
the funds in the hope of some day re- 
turning them. The “some day” never 
came, and getting deeper into the mire. 
the embezzler became calloused as time 
went on and made desperate efforts to 
retrieve lost ground, thus becoming en- 
gulfed in a hopeless morass of crime. 

Another man of the writer’s acquaint- 
ance, now also serving a short term in 
prison, never intended to steal a cent. 
He simply made a mistake and. in the 
effort to cover it and make good, even. 
tually became embarrassed to the ex- 
tent of many thousands. As he con- 
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sistently handed out the assets of the 
bank, he hoped that every transaction 
would be the last and that recovery 
would soon be a reality. In fact he 
confessed to me that if they had not 
caught him when they did, a lucky turn 
in the stock market would have brought 
reimbursement in full. He consoles 
himself by believing that it was more 
the fault of the authorities that the 
bank lost, than his own; for if he had 
had a little more time everything would 
have been all right. As a matter of 
fact, this man did not profit at all him- 
self, he was simply doing a good turn 
for a friend. 


Notable Defalcations 


The history of bank failures and 
defalcations, insofar as it has been 
authoritatively written in this country 
(See “The Romance and Tragedy of 
Banking” by Thomas P. Kane) shows 
that as a rule defalcation has been a 
result rather than a cause. And if 
the defalcation was large enough to 
wreck the bank, this too has been a re- 
sult and not a primary objective. The 
defaulter seldom if ever deliberately 
sets out to wreck the bank; for that 
would defeat his plans. There are, of 
course, many cases where the deficit 
is not excessively large and came about 
through extravagant living and the de- 
sire to gratify the whims of the de- 
faulter and his family. In such in- 
stances the theft is intentional; but in 
the larger defalcations the story usually 
runs along the following lines: Some 
one connected with the bank, either as 
an officer or as a customer, undertakes 
large business enterprises. There may 
be one or mary such operations. The 
bank begins to lend to the concerns, 
directly or indirectly, and in a fully 
legitimate way. Something goes wrong. 
More money is needed. More loans 
are made in the hope of safeguarding 
the others, until the bank’s position is 
imperilled in the endeavor to save its 
customer and thereby itself. The in- 
tent is not to steal. Irregularities are 
necessary in order to conceal the true 








state of the loans. False entries are 
made in the books, fictitious notes are 
placed in the files and other devices 
resorted to in the hope of eventually 
bringing order out of chaos and re- 
covering the lost funds. Where the 
operator is in control of the bank, the 
foregoing is not a difficult process; but 
if he is outside the official family, the 
error is often the result of bad judg- 
ment rather than deliberate stealing. 

The other main factor in embezzle- 
ment in banks is speculation by an offi- 
cial who has control of funds. It 
would not stretch the truth unduly to 
say that the defaulter never intends to 
steal the bank funds at first. He merely 
borrows in the hope of repaying in due 
time. His plans go amiss and he gets 
in deeper and deeper until the case is 
hopeless and he becomes a hardened 
and deliberate thief. The struggles of 
the man who unconsciously steps into 
a bog and begins to flounder in the 
mud are similar. He did not intend 
to get mired. In the effort to get one 
foot out he got the other in, and so 
on ad infinitum until he became en- 
gulfed. His ultimate fate was due to 
one misstep. And many a bank man 
has become a thief because one insig- 
nificant thing happened and was badly 
handled at the beginning. 

The writer is not ready to concede 
the point that bank men deliberately 
begin to steal. The stealing is the 
result of other forces which the bank 
man cannot or will not control at their 
inception. Many a man who has gone 
wrong, and perhaps gone to prison, can 
look back and see the exact point where 
the wavs parted and can say to him- 
self: “If I had not done thus and so— 
then, I would not be here now.” 

A review of some of the notable de- 
faleations in American banking history 
will confirm the foregoing observations. 

On May 6, 1884 the Marine National 
Bank of New York closed its doors. 
The immediate cause of its closing was 
the over-certification of a check for 
$750.000 for the firm of Grant and 
Ward. The president of the bank was 
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a partner in the firm. He doubtless 
had good intentions. 

On May 138, the following, it was 
discovered that John C. Eno, presi- 
dent of the Second National Bank of 
New York, was a defaulter to the 
extent of - $3,185,000. The shortage 
was made good by his father and the 
younger Eno was never punished. 

On March 19, 1891 the Keystone 
National Bank of Philadelphia was 
closed due to the most reckless and 
criminal use of the bank’s funds by 
its president, aided and abetted by some 
of the employes. The former was con- 
nected with several outside enterprises. 
The overdrafts amounted to $330,000 
and were concealed by manipulation of 
the books. The president died before 
the bank failed and the cashier was 
made president. The latter was in- 
dicted, absconded, returned in 1898, 
and was sent to the penitentiary. The 
depositors lost 82 per cent. of their 
deposits. 

On October 31, 1891 the Maverick 
National Bank of Boston was closed. 
Three men associated with the bank 
owed the sum of $2,556,000, or about 
25 per cent. of its total resources. The 
books showed loans to directors of only 
$200.000, although they actually were 
over $2,500,000. Numerous _ indict- 
ments were filed against the guilty in- 
dividuals, but practically all were 
abandoned. The president received 
thirty days in jail and a fine of $5000 
as his penalty for the crimes committed. 

On December 21, 1899 the Globe 
National: Bank of Boston was closed 
due to the misapplication of funds by 
the president. The deficit was $1,600.- 
000, made good by the president and 
his friends and the directors. The 
president in this case served his full 
term of eight years. 

In October 1900, it was discovered 
that C. L. Alvord, note and exchange 
teller of the First National Bank, New 
York, was short about $690,000. The 
thefts had been going on for a long 
time and were successfully concealed. 
He served eight years. 


The Bigelow defalcation, which was 
uncovered in 1906, was one of the 
largest in the annals of American bank- 
ing. Frank G. Bigelow was president 
of the First National Bank of Mil- 
waukee. The amount of the shortage 
was $1,450,000 or more than the com- 
bined capital, surplus and profits of 
the bank. He turned over his property 
to the extent of about $300,000. The di- 
rectors made good the shortage, sub- 
scribing from $10,000 to $600,000 each, 
and amounting in all to more than $1,- 
635,000. Bigelow served his time in 
the penitentiary. 

In February 1910, the National Bank 
of Cambridge, Mass., was cleosed as a 
result of the defalcations of George W. 
Coleman, individual ledger bookkeeper. 
The abstractions amounted to $310,400 
and were carried on for years by manip- 
ulating the books. The losses were in 
Wall Street operations. 


Stealing the Whole Bank 


In the history of American banking, 
as the writer has read it, there is but 
one instance where the defaulters stole 
the whole bank. The date was October 
17, 1901, and the bank was the Mer- 
chants National Bank of Lowell, Mass. 
The capital was $400,000, surplus and 
profits were over $300,000, and liabili- 
ties were about $1,500,000. {wo men 
one a teller and the other a bookkeeper, 
entered into a plan to get rich quick. 
They planned to purchase stock in a 
concern that had promise of profit, and 
“borrowed” the money from the bank 
in order to do so. When they made their 
profit they would pay it back. They 
used the old method of crediting the de- 
positor the full amount of deposit in 
his book and only part on the bank 
records, keeping the balance for them- 
selves. The stock went down and not 
up, as they had contemplated, and so 
they plunged into speculation generally 
in the hope of retrieving their losses. 
The losses ran up to about $100,000, 
but their operations were successful to 
the point of coming out whole within 
a few thousand dollars of the amount 
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taken. They were then caught “short” 
of the market and again their losses ran 
up to the original amount. 

They then conceived the idea of steal- 
ing the whole bank, which they did to 
the extent of over $2,000,000. Gaining 
entrance to the bank one night, they 
took the cash and securities with them 
to Boston. 

Next they began to negotiate with the 
bank officials as to the terms on which 
they would return the securities and 
eash. After a few days negotiations 
the assets were returned, short only 
about $1000 of the last amount taken. 
The culprits absconded and were never 
captured. It is believed that the em- 
bezzlers hoped to receive immunity 
from the first thefts by reason of their 
willingness to return the proceeds of 
their final coup. 

The outstanding fact in a reading of 
these incidents is the inadequacy of the 
punishment. For a single hold up in 
the writer’s native county a gang of 
burglars has received longer prison sen- 
tences than all the foregoing bank men 
put together. Is it not, therefore, a fair 
conclusion that there is a premium upon 
bank defalcation that does not obtain in 
the case of commercial theft? Is not 
the law, therefore, a respecter of per- 
sons, when it shows such marked par- 
tiality? The loss of money in itself is 
bad enough, but who can appraise the 
mental loss to those whose money is 
thus taken, never to be recovered? 


Prison Life 


Somewhere in the writer’s files is a 
letter from a bank defaulter, written 
from a famous prison. In it he 
describes the prison life, with its recre- 
ational facilities. its tennis and hand 
ball courts, baseball diamonds, running 
track, ete. He says the food is good 


and the sleeping quarters excellent. He 
is “employed” in the mail department 
and an erstwhile banking friend has a 
good job” in the parole office. Instead 
of the proverbial stripes, they wear 
white duck trousers, white shirts and 
shoes, and black ties. 


«c 


A reading of 





this remarkable letter gives one the im- 
pression that instead of being a prisoner 
of state, the author is taking a good 
rest at the expense of society. “I am 
not a crook” he said to me, as I talked 
to him through the wire mesh in the 
county jail before he left for prison. 
“T just got caught in a bad mess and 
if I had had more time, everything 
would have worked out all right!” For 
nearly wrecking his bank; for causing 
a loss of some $30,000 to the directors. 
more to the surety company, and per- 
haps inviting an unknown loss to the 
depositors, he received two years in 
prison. For stealing $1,000,000 one 
bank officer recently got ten years; an- 
other who got away with $75,000 got 
nothing—his friends made good. For 
systematically taking about $5000 a 
year for ten years or more, another re- 
ceived a scant seven years. For causing 
a loss of about $50,000, the central 
figure in the post office reception in that 
little town will probably get nothing. 

Those who follow current banking 
history as it is reported through the 
financial press must be impressed with 
the frequency of bank defalcation; but 
more so by the meagre sentences re- 
ceived by the guilty parties. Scarcely 
a week goes by that one does not read 
of some case where this is true. For 
deficits running from a few thousand 
up to the hundreds of thousands the 
sentences do not run over five years, 
and usually but a year or two, sometimes 
with and sometimes without a nominal 
fine. 

Perhaps one of the greatest induce- 
ments to bank men to betray their trusts 
is leniency toward the culprit if the 
abstractions cause no loss to the bank. 
In many cases the loss is covered by 
surety bond. while in others the loss is 
made good by friends, or is absorbed 
by the bank itself. It surely is very 
bad psychology to hold out to the 
younger men the fact that theft is con- 
doned if no one in particular suffers. 
The tendency of the times seems to be 
to give short sentences in such cases, 
if any sentence at all, and thus place 4 
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premium upon dishonesty. ‘To witness 
such a breakdown of trust and see the 
guilty party receive a minimum sentence 
is bad for all who know the facts. ‘Il'o 
conclude that a man can get more by 
dishonesty than by honesty is destiuc- 
tive to all that is good in society. When 
the bank clerk comes to the conclusion 
that honesty does not pay, he is lost. 
If his ethical senses are blunted, he is 
apt to measure the pleasure had or to be 
had from il] gotten wealth by the penal- 
ty or the possible penalty, and con- 
clude that it is easier to arrive by the 
embezzlement method than by the honor 
route. His sense of relative values is 
distorted and his conception of life is 
fundamentally wrong. 

Imagine the results of these con- 
clusions upon the minds of the younger 
bank men. What shall it profit a man 
to be honest. they say. if by being dis- 
honest he can have a few years riotous 
living and a few years in jail? They 
forget. of course. that the defaulter is 
thereafter a marked man and can never 
hope for another job where honor is 
involved. They forget that he is 
branded a criminal by thinking men 
forever after. But the public has a 
short memory and soon forgets errors. 
particularly if the erring individual is 
a hail fellow, well met. They remem- 
ber too. that there are many ways of 
making a living where the past does not 
count and where no man asks who vou 
are or what you are—or were, but sim- 
ply what you have to sell! 

Somehow that impromptu reception 
by the holiday crowd in the post office 
has a sinister meaning; for does it not 
indicate that our viewpoint toward the 
bank defaulter is changing. and we are 
not only becoming more lenient but more 
adolescent in our conception of crime? 
So popular was this young man that 


I verily believe he could be elected to 
his old post of honor in the town, or 
perhaps sheriff of the county! 

It is no trifling thing to trifle with 
bank funds. It should never be made 
easy, either in the doing or in the pun- 
ishment that follows. Shakespeare said 
something about stealing trash when 
you steal a pocket book, but the owner 
of the “trash” does not look upon it in 
that light. His “trash” may be his all. 
A bank defalcation is bad enough when 
it affects the surety company; it is 
worse when it affects the directors and 
the stockholders; but it is infinitely 
worse when it affects the purses of those 
who can ill afford to lose a dollar. The 
mental anguish that men and women 
suffer through anxiety and doubt when 
a bank man goes wrong is pathetic. It 
cannot be measured. It can never be 
repaid in coin. It is suffering for which 
there can be no recompense, and that 
after all is the most deplorable part of 
bank embezzlements. 

In my bank I crave most of all honest 
men and contented. I cannot make them 
honest, but I can make them contented 
by proper remuneration. I can take 
away the desire and in part remove 
the opportunity by placing proper safe- 
guards and checks upon the work. But 
I know that if any one determines to go 
wrong, he will beat me at my own game. 
I can, therefore. only hope that the 
force will so develop a sense of integrity 
toward the job that any thought of ir- 
regularity will be abhorrent—not be- 
cause of the punishment that must sure- 
ly follow, even though it be light; nor 
because of the social disgrace that 
ensues ; but because in the long run they 
can only achieve true success by the 
honor process, even though that success 
be modest, the embezzler’s philosophy 
to the contrary notwithstanding. 


a 





What’s Wrong With Our Banks As 
Employment Centers ? 


Four Paramount Things That Bankers Can Do To Help 
Maintain Stability In Their Forces 


By Allan F. Wright 





HIS article presents the opinions of 
a man who has been a bank clerk, 
regarding the personnel phase of bank- 
ing and is printed purely as a presen- 
tation of the subject from the bank 
clerk's point of view.—THE EDITOR. 








OT many months ago the writer 
was talking with a young high 
school student who would short- 

ly be graduated and who had begun to 
think about finding some sort of con- 
genial employment as commencement 
day approached. This is the story he 
told: 

“T used to think that I would like to 
get into a bank but my father wouldn’t 
listen to the idea. He said banking is 
slow, and that outside of the official 
positions there are few bank jobs that 
pay very much. I asked one of my in- 
structors about it and he said he 
wouldn’t advise me to enter the banking 
business unless he had some assurance 
that someone in a particular bank would 
keep an eye on me to see that I really 
had a chance to learn the business. What 
do you think?” 

Within the last few years the name 
“bank clerk” seems to have fallen into 
a rather unfortunate general conception. 
Such attitudes, sad to relate, are typical 
of the present day attitude toward bank- 
ing that is held by the average non- 
banker. And, still more unfortunately, 
this attitude is not confined entirely to 
those with whom it is a matter of no im- 
portance. Not a few of those within 
the profession are discontented, inclined 
to grumble, and apparently ready to 
admit that they look upon bank work 
as mere routine, affording no. chance 
to do things really big. 
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Remediable though the writer be- 
lieves such conditions to be, as he will 
shortly illustrate, this reputation which 
bank employment has established has 
actually served to deter college and uni- 
versity men from entering the banking 
business, and the large number of young 
men who drift in and out of this form 
of employment furnishes a basis for this 
general attitude toward bank positions. 
With such lamentable evidence that 
parents and educators are no longer 
practically of a universal mind in in- 
dorsing banking as a career, is it not 
time that an attempt was made to com- 
pose the difficulties and correct some of 
these employment conditions, as part 
of a rational protection for all con- 
cerned? 


The Cost of Labor Turnover 


Labor turnover in a manufacturing 
or industrial concern always means 4 
considerable degree of inefficiency, and 
to a certain extent, the same may be 
said of banking institutions, particularly 
if they are not well organized in their 
various departments. The constant com- 
ing and going of workers is very expen- 
sive. Investigations made among select- 
ed lists of banks have revealed the fact 
that it is not uncommon to find that 
fully 50 per cent. of a bank’s employes 
were not in its employ three years ago. 
When it is remembered that breaking in 
a new man on an ordinary bank job 
takes from two weeks to six months, 
during which time he is a liability, it 
becomes apparent that the effect of a 
high labor turnover in a banking in- 
stitution must make itself distinctly felt. 

This feeling of unrest and discontent- 
ment among bank workers with its at 
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tendant high labor turnover is a matter 
of no small regret, but it does not re- 
quire any extraordinary perception to 
discern the real reason for the present 
state of affairs when one realizes how 
poorly most banking institutions are 
organized from the standpoint of inter- 
nal efficiency. Most of the ideas of the 
men now engaged in the banking busi- 
ness took birth centuries ago and they 
have been handed down aimost without 
change of feature in spite of the fact 
that they have little to commend them 
except their age. The banking business 
has married into its own family, so to 
speak, until all of its offspring re- 
semble each other. It bears witness to 
the deficiencies of its own exclusiveness 
and stands in dire need of the vitaliza- 
tion that comes from the infusion of new 
blood. 
Selection of Applicants 


The first of the four things which 
bankers can do to reduce their labor 
turnover and improve conditions of em- 
ployment in banks is to make a more 
careful selection of applicants for bank 
positions. What the banking business 
needs is a better internal organization 
with an analysis of the job and of the 
man. There are altogether too many 
square men in round holes in the bank- 
ing world; too many men who picked 
the wrong job. The writer thinks that 
it is well within the bounds of a con- 
servative statement to say that every 
bank, no matter how small, can furnish 
at least one example of the man who 
made this mistake but who thought 
otherwise until it was too late. 

Bankers do not seem to view the 
matter in the same light. But why 
should they not exercise as much care 
in the choosing of their personnel as 
they do in the selection of their invest- 
ments? It is a big responsibility, this 
Placing of the right man on the right 
job, but the results of thoughtless or 
careless selection of personnel are 
everywhere apparent in the banking 
world. They are not only bad invest- 
ments for the bank but in many cases 
are life-tragedies in the careers of the 


men who are out of place. And the 
banking misfits are one of the most un- 
happy effects resulting from careless 
selection of personnel. They are the 
ones who should have been eliminated 
at the outset as a certain type who could 
never become successful in the banking 
feeld. 

In watching the matter of selection 
more carefully one of the most impor- 
tant things to consider is the attitude 
of the applicant himself. Ought any 
young man consider entering into bank- 
ing as a life career unless he has a real 
taste for the business and a capacity 
adapted to the work upon which he is 
entering? A boy is able to mull along 
somehow in the business of clerking in 
a bank without having many of those 
necessary qualifications, but he cannot 
under such circumstances, be otherwise 
than a failure as a bank clerk. He fails 
of promotion, is a burden to the other 
and better clerks, and is constantly har- 
ried by the feelings that he ought to 
have chosen some other line. Proof of 
this fact is being furnished with too 
painful frequency. 

The writer was once asked the ques- 
tion, “How is a young man going to 
know whether he is making an advan- 
tageous move or not in entering banking 
as his life’s field of endeavor? How 
can I be certain that I am on the right 
track?” This was the reply. 

“T do not profess any knowledge of 
what leads you to become a bank clerk; 
whether you just ‘drifted’ in of your 
own accord, whether your parents had 
long entertained the fond dream of hav- 
ing a banker in the family, whether it 
was a wealthy relative’s influence, a 
friend’s choice or your own choice. But 
this is beyond all dispute. If it was 
not your own personal choice, after due 
consideration of the subject, you either 
will not remain a bank clerk long or you 
will be cheated out of a successful 
career—the chances are against you.” 

How much better it would be, bank 
executives, to impress upon the mind of 
the youthful applicant before he enters 
your employ that he must decide for 
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himself what his attitude will be toward 
these conditions which he cannot escape. 
Certainly it would be better than to feel 
thirty or forty years from now that it 
will be your duty to pension him be- 
cause he will then be past re-educating 
and not competent to hold down even 
his routine job. And all because you 
tried to make a banker out of a man 
whose mind was probably on law, medi- 
cine or civil engineering. 


The Qualifications Needed 


D. C. Wills, late chairman of the 
board of the Federal Reserve Bank of 
Cleveland, once said that the motives 
that ought to impel a young man to take 
up banking as a career are: (1) a con- 
viction that he will succeed in it and 
that it has an appeal for him, and (2) 
a conviction that he possesses at least 
a few of the natural qualifications for 
the banking business; viz., an ease in 
using and analyzing figures, an ability 
to say “no” and a disposition to be 
practical rather than visionary. That, 
to the writer’s mind is conclusive. 

Is one to think that we would have 
as many grumbling ‘‘time servers” being 
allowed to go on year after year in 
banks without the slightest chance of 
ever getting anything better if those 
facts could only have been hammered 
into their heads the day they came look- 
ing for a position? The writer does not 
think so. Not if their various inclina- 
tions and natural capabilities had been 
studied and the possibilities and lim- 
itations of the banking business ex- 
plained to them so that they could get 
a good idea of what they were going 
into before they started. 

Of course there are circumstances 
wnere the supply of bank workers has 
been small and the consequent demand 
large, the occasion necessitating the se- 
lection of the first applicant presenting 
himself, again reducing the probability 
of employment of the right type of men, 
but the writer believes that every bank 
which employs a large force of workers 
should require every applicant to sub- 
mit a formal application blank contain- 


ing such information as the bank may 
desire. Each of these applications 
should be rated as to desirability, classi- 
fied as to possible positions the appli- 
cant may fill, indexed, and kept on file 
so that the bank may have as wide a 
survey of the field as possible. 

If banks get close enough to appli- 
cants to study their individual qualifica- 
tions and needs and make sure they are 
starting the right man in the first place 
it is reasonably certain that there would 
not be so many sliding down the scale 
and out to seek new opportunities. 


Advancement on Merit 


The second thing which bankers can 
do to reduce their labor turnover is to 
get the notion out of their heads that 
advancement is a matter of time and not 
endeavor. The extent to which mere 
routine work has been rewarded in the 
banking field is remarkable and un 
paralleled. ‘Too much stress has been 
wrongly laid on mere length of service 
as a factor in determining advancements 
and wages in bank work. There is too 
strong a tendency on the part of some 
employes to use the excuse of a long 
period of service and to get by with a 
secondary quality of work. In few 
words, a more careful analysis of what 
certain work is worth, regardless of 
who does it, should be made in fixing 
wages and advancements in banks. 

Bankers frequently complain that 
they cannot get young men of ability 
who have head enough to qualify for the 
more responsible tasks. This is un- 
doubtedly true, but one may venture to 
say that it is only the legitimate off- 
spring of their own policies. There is 
a certain truth in the criticism that more 
than likely the explanation lies in the 
fact that bank executives have not taken 
the trouble to train promising young 
men who had a genuine aptitude for the 
business and promote them on the basis 
of proved ability and fitness. rather than 
give priority to someone older in the 
service who may be less capable. 

One may presume that bankers 
think of boys in their employ of 








may 
ions 


assi- 
»pli- 
file 
de a 


ppli- 
fica- 
| are 
lace 
ould 


icale 


can 
is to 
that 
l not 
mere 
| the 
un 
been 
rvice 
ents 
3 too 
some 
long 
th a 
few 
what 
s of 
xing 


that 
vility 
r the 
un- 
re to 
off- 
re is 
more 
_ the 
aken 
oung 
r the 
basis 
than 
| the 


ikers 


of 





THE BANKERS MAGAZINE 529 


one, two or three years service as 
simply one-year men, two-year men and 
three-year men. The writer has known 
junior bank clerks who made themselves 
250 per cent. examples of efficiency, 
whose whole concern centered on im- 
proving the work of their department, 
but is is to be supposed that they could 
ever get 150 per cent. or even 100 per 
cent. of the pay? One is not inclined 
to think it was wholly because tne bank 
was intent upon amassing things for it- 
self or because the management was too 
busy looking after its own interests. The 
truth of it was they would have been 
glad to buy these men for life at their 
own price but they stood in fear of a 
storm of protest all round. They must 
by no manner or means give the lag- 
gards and the old timers grounds for 
anything to fuss about. 

The result of this policy is that today 
there are wide-awake ea-bank men who 
are being handed out the coin of the 
realm outside of banks all o er the coun- 
try because their former employers did 
not dare to give them the advancement 
they earned. The ill-devised charac- 
teristic of our banking institutions is 
that they do make good for initiative 
after the first half-dozen years. But 
it’s too late. The bank may lock the 
stable after the steed has been stolen but 
the young man has already come to be- 
lieve that time is the essence of the 
agreement. 

Let us have an eye to the day—let us 
set our hearts upon it, too—when we 
will have a minimum salary for the 
dawdlers and do-littles but a bank with- 
out any roof for the nimble-witted boy 
who has in his makeup the germ of 
great ideals. Because if bank executives 
don’t lift off the lid for this type of 
young man—for the youth who commits 
the rashness of having his wits about 
him prematurely—then he will go out- 
side anyway to command a view of the 
beautiful sky above him. 


Training and Personnel Records 


It would seem that the banking busi- 
ness should be a particularly easy one 


in which to establish promotions on the 
basis of proved worth. In addition to 
the many different classes of work to be 
performed which require different de- 
grees of skill and ability, another 
peculiarity is the fact that young men 
may be taken into it and gradually ad- 
vanced to more important positions. 
During the process of training these 
young men there should be an unusual 
opportunity to select those who have 
earned the right to be regarded as most 
deserving and promote them to more 
responsible work. Apparently the 
banking business should have less ex- 
cuse for not having an efficient organiza- 
tion than almost any other type of 
business. 

It is not the purpose of this article 
to outline any elaborate system of per- 
sonnel records but it has come to be gen- 
erally conceded that every bank of any 
size should keep adequate records of 
the past and present performances of all 
its employes. In a very small bank 
the cashier can see what is going on for 
himself and keep past performances in 
his head, but in a big bank that is utter- 
ly impossible. Few bankers seem to ap- 
preciate that something should be done 
to meet the latter situation. Yet it is 
true that an employe can have no 
greater driving power than the knowl- 
edge that his work is being watched, 
that his performances are actually being 
recorded, and that this record will come 
under the eyes of the officials of the 
bank. 

If such a system was really estab- 
lished and an analysis made of the char- 
acter of the work to be performed and 
of certain qualities of respective em- 
ployes to perform it, with promotions 
and salaries based on results and not 
on length of service, every bank would 
adjust an inequality of long standing 
and go a long way toward greatly re- 
ducing its labor turnover. 


The Democratic Attitude 


The third and perhaps most impor- 
tant thing which bankers can do to 
better employment conditions in banks 
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and reduce their labor turnover is to 
adopt a more democratic attitude toward 
their subordinate clerks. The present 
plan of organization in banks may be 
called for but it is unmistakably re- 
grettable from a personnel aspect. It 
is sown with many weaknesses that are 
attended by very unpleasant conse- 
quences. There is too much of a certain 
high-handedness about the way some 
bank officials and boards of directors 
have of handling matters relating to 
their employes. Too many policies 
savor of a harsh aggressive pater- 
nalism. I do not want to use stronger 
language than the facts justify but 
it seems to me that men high up in 
other fields are on the whole less im- 
pervious to reason than bank executives, 
are more flexible to resolutions not 
formed in their interests and are more 
democratic in their attitude toward 


their junior clerks. 

It has been a rather trying ordeal 
to even the exceptional man to attempt 
to bridge the gap in the average bank 


between the higher clerkships and the 
executive ranks. We live in no soft 
and easy days, of course, but even the 
best type of man finds it difficult to 
possess his soul in patience when he 
finds that gap in some banks a veri- 
table chasm, too wide and too difficult 
to ever think of being spanned. The 
result is that many banks appear to 
have become imbued with the spirit 
of autocracy and assume the semblance 
of a kingdom, with its ruling class, its 
mailed fist, its secret diplomacies and 
such things. 

The day the writer first began work 
in a bank he had but one goal and one 
ambition, and he cannot refrain from 
expressing his regret at this time that 
the goal was far more remote than he 
had supposed it to be. “Our men 
mustn’t fill their heads with too lofty 
aspirations,” one banker said. “A liberal 
education is a fine thing to have and 
these educational courses are all right 
in their place but we must be careful 
about spiriting up our people too much 
or they'll get dissatisfied and leave.” 
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Now while the writer is not prepared to 
say that this man expresses the com- 
posite opinion of bankers in general, 
there are not wanting signs of a tend- 
ency on the part of a great many others 
to translate the matter into much the 
same terms. The officers may keep 
perfectly mum about their views but 
their clerks, the victims of such a self- 
indulgent policy who have moved in 
the same rut for years, are not in the 
least reluctant about it. Too often one 
finds bank men whose initiative has 
been killed, who have been thus worn 
out by the years of ceaseless routine 
under stern discipline. It is unfor- 
tunately true that youths of bright 
prospect are all too often broken-down 
in spirit, sometimes in health, by the 
relentless monotony which they hope 
leads on to the crown of their profes- 
sion. 

There is no reason to expect that 
the great multitude of men and women 
employed in banking institutions will 
always be of the finest type, because 
many positions in a bank require only 
average or moderate ability and the 
very force of competition tends to keep 
both sides in balance; but there is a 
great danger that even the young man 
full of promise may become middle- 
class if he is kept on unimportant work 
too long. The large metropolitan bank 
has been one of the most discouraging 
places for a young man to enter business 
life because few such institutions have 
an organization that can pick the ex- 
ceptional man out of the crowd and 
keep an eye on him to see that he is 
given a chance to display his ability 
in positions of increased responsibility. 

“But,” says one banker, “how are 
you going to shut your eyes to the fact 
that we do need steady employes and 
the reality that there aren’t enough jobs 
at the top to take care of all the hus- 
tlers? You must remember that there 
are some bank jobs that are nothing 
but ruts and we’ve got to employ a lot 
of rut dwellers who will be content to 
move in a well-beaten path.” 
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Not All Clerks Can Become Officers 


Obviously not every junior bank 
clerk can become a bank officer, for 
promotion does not come to everyone. 
Under some circumstances it cannot, 
however deserving of promotion the 
subordinate may be. But certainly 
something can be done towards bring- 
ing these matters to a much happier 
and eminently more satisfactory issue. 

First of all, applicants for employ- 
ment could be more carefully selected, 
for the prudential reasons already dwelt 
upon. An attempt could be made to 
select those people having a natural 
aptitude for the banking business, and 
particularly those who want to make 
it their lifework. After selecting men 
of real ability and fitness, they could 
be given a thorough preparation and 
schooling, thus insuring a competent, 
efficient man on every job, and eliminat- 
ing loose screws. 

Allowing that many of these first- 
rate men might not be satisfied with 
certain positions, assuming that some 
of them were only kept half as long, 
would twice as much in results be ob- 
tained from them? Couldn’t the bank 
get along fully as well with a smaller 
diaff. If a bank has a man who it 
knows can never prove himself worthy 
of advancement the bank owes it to it- 
self and to that man to tell him so in 
a perfectly frank and straightforward 
manner so that he can get out and try 
something else before it is too late. If 
a bank selected capable men and gave 
them the proper training, the necessity 
would seldom arise for it to go outside 
to find men to fill the more responsible 
positions. The money which the bank 
might otherwise devote to the engag- 
ing of high-priced outside talent would 
be spent on the careful selection and 
thorough training of beginners. By 
adopting this practice that particular 
bank would help to place a safeguard 
against further occurrences of this too 
general practice among banking insti- 
tutions—the custom of appointing out- 
siders to officerships. 


Such a plan would greatly lessen a 
bank’s labor turnover; would permit its 
employes to make reasonable progress; 
and would enable the institution to se- 
lect more of its executives from the 
ranks. 

Bank Clerks’ Salaries 

The fourth thing which bankers can 
do to reduce their labor turnover is to 
establish a general level of bank sala- 
ries that will be on a par with those paid 
workers in other lines of business. 
Working in a bank, to my mind, is no 
extraordinary privilege, but it would 
seem that bankers have long been capi- 
talizing their popularity and attempt- 
ing to smother down a good many of its 
shortcomings by the revival of the old 
humbug that bank work is to be desired 
because of its social prestige. The 
writer is not, like Oliver Twist, simply 
asking for more, but believes that such 
methods are hardly capable of defense. 
And a comparison of bank salaries and 
those paid in other businesses will dem- 
onstrate to a mathematical nicety that 
banks do generally take unfair advan- 
tage of this old sentiment about work- 
ing in a bank. 

Probably bank heads themselves will 
not disclaim the fact that most bank 
men are miserably paid, but will insist 
upon the point that they are getting 
as much as they are worth. It must be 
admitted that there are plenty of me- 
diocre men and women bank clerks— 
plodders lacking energy and construc- 
tive ideas, creatures of moods and mo- 
ments, drifting like idle straws at the 
mercy of the wind—and the type of 
man that we should have in banks is 
the type of man who goes to the bar 
because he means to be a judge, but let 
it be said with all possible emphasis 
that if bank clerks were given more 
stimulus in the way of salaries that 
would enable them to live in a manner 
befitting their position in life, bearing 
upon their ability and accomplishments 
always, there would not be any such 
large labor turnover and banking as a 
calling would attract more brilliant and 
wide-awake men to it. 
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Paying due regard to all of the ad- 
vantages which the bank clerk enjoys 
over the worker in general business 
service, one wonders if even all these 
can counterbalance the one advantage 
enjoyed by workers in other lines— 
something more available for their ef- 
forts in the way of dollars and cents? 
There is no use in turning one’s back 
upon the laws of human nature. It 
may give the bank clerk a small amount 
of satisfaction to hear people refer to 
him as “working in a bank,” but am- 
bitious men are bound to go where the 
returns are greatest, not where posi- 
tion itself is the most significant feature. 


If bankers would only adopt the 
suggestions ventured along these four 
lines—a more careful selection of men, 
advancement on the merit basis and 
not on seniority, a disposition on the 
part of those higher up to reason 
rather than rule, and a higher general 
salary level for bank workers—an en- 
tirely different situation would be found 
in the banking field. These four im- 
provements would promote the stability 
of the working forces which support 
our entire banking structure, and would 
thereby restore to banking as a pro- 
fession the hold on the popular imagina- 
tion that it once enjoyed. 


ay 
Monopolies and Consolidations 
By R. S. Hawes 


Vice-President First National Bank in St. Louis 


ROBABLY one of the most interest- 

ing developments that has occurred in 
American business in the last half century, 
has been the gradual change in both the 
attitude of the public towards so-called 
big business and in the policies of big busi- 
ness itself. For many years the traditional 
American attitude with respect to large 
industrial units was extremely antagonistic, 
because many of the earliest consolidations 
were built upon essentially selfish motives 
which expressed themselves in the old 
“public be damned” policy. Gradually, 
however, this has been changing. Big 
business discovered that it could not oper- 
ate profitably without favorable public 
opinion. Large companies found that when 
they endeavored to take undue advantage 
of their monopolistic position they inevit- 
ably failed. Public resentment in such 
cases invariably succeeded, through vari- 
ous types of restrictive legislation, in dry- 
ing up the sources for new capital and 
thus forcing such concerns into receiver- 
ship. The whole trend of modern large 
seale business, while it is still in the di- 
rection of consolidation and the elimina- 
tion of uneconomic competition, is today 
entirely different in its purposes from what 
jt was a few generations ago. The aim 


is no longer to secure monopolistic price 
control but rather to secure the largest 
possible volume of business at a price which 
will attract the maximum number of buyers. 
The object today is to secure the benefits of 
quantity production and the efficiency that 
goes with this method rather than the un- 
restricted control over price which mon- 
opoly was once supposed to give. 

It is now almost a common practice for 
the larger industrial units to pass on to 
the consuming public, in the form of lower 
prices, a portion of the savings secured 
from large scale mass production. A study 
of the earnings of large establishments to- 
day seldom shows an unreasonable rate of 
return on invested capital. Exceptionally 
large returns are more often found among 
smaller than among the large business con- 
cerns, for the reason that whenever a con- 
cern dominates a market, it finds that a 
volume of business sufficient to fully utilize 
its plant capacity is more important than 
merely a high price for a few units. To 
secure volume, price must be attractive 
enough to reach the maximum number of 
buyers and hence the public is protected 
by the very requirements inherent in big 
business. 
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Western Regional Savings Conference 


Savings Bankers Should Help Customers on Investments—A 
Code of Ethics for Savings Banking—Peak of Prosperity 
Nearly Reached 


AVINGS bankers and all bankers, 


for that matter, were severely 


criticized by W. R. Morehouse, 


vice-president Security ‘Trust and Sav- 
ings Bank, Los Angeles, Calif., in his 
address on “The Wildcat Promoter, the 
Hijacker, and the Savings Depositor,” 
before the Regional Conference of the 
Savings Bank Division of the A. B. A., 
held at Portland, Oregon, February 
25-26. Banks are teaching thrift to 
depositors, he said, but they are failing 
to teach them how to invest or keep the 
money saved. Each year, enormous 
sums of money are lost by savings de- 
positors through investment in fake se- 
curities and other get rich quick 
schemes, with no further effort on the 
part of bankers to stop these losses than 
vague warnings from time to time to 
beware of fake schemes and ill-advised 
promotions. 


In the few cases where depositors call 
for advice regarding contemplated invest- 
ment (said Mr. Morehouse) it is common 
practice for banks to side step a direct, 
open and above board reply and to evade 
giving a clear cut opinion as to the in- 
vestment except, of course, when depositors 
ask concerning municipal or U. S. bonds. 
But in most cases where the investment 
has not already established a good record 
for safety and income, the banker’s answer 
is of a “yes and no” variety, with the result 
that the investor goes away and makes the 
investment. The truth is, the average banker 
needs a little more backbone when his de- 
positors’ savings are at stake. 


Some Wildcat Schemes 


Mr. Morehouse, who is chairman of 
the board of directors of the Los 
Angeles Better Business Bureau, gave a 
number of examples from his experience 
with the bureau: 

A group of men undertook to promote 
avending machine. Their plan called 
for the sale of $37,000,000 worth of 


leases in the United States. Similar 
projects previously started throughout 
the United States had failed. The aver- 
age daily sale of one of these machines 
is only $3.10, which makes it an un- 
profitable investment. In three months 


W. R. MOREHOUSE 


Vice-president Security Trust and Savings 

Bank, Los Angeles, Calif., who says swin- 

dling is becoming so common that “hijackers” 
are appearing, who swindle the swindlers 


time, the promoters sold over $2,500,- 
000 of these leases, of which $1,000,000 
was taken by the promoters as commis- 
sion. All that is left of the original 
investment is less than 10 cents on every 
dollar. 

Another method of defrauding is the 
endless chain scheme, which, by clever- 
ly worded advertisements offers five 
pairs of silk hose worth $2 each for $1. 
Each victim pays $4, and receives three 
#1 coupons which she must sell to her 
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friends, who must come in and pay $4 
each, get three coupons each, which they 
must sell, ete., ete. In case any of the 
three does not come in with her $4, the 
contract of the original girl is blocked, 
and she loses the money she has in- 
vested. ‘The vastness of this scheme is 
realized when it is explained that only 
twenty-two expansions of it will include 
more people than there are in the world. 

A widow, left alone in the world, with 
but $6000, was invited to go on a pleas- 
ure ride to view a new town site, and 
was persuaded by the high-pressure 
land salesman to sign a contract to pur- 
chase a vacant business lot for $6000 
cash. A month later she found that the 
contract (which she had not read) 
called for her to purchase six $6000 
lots, and that her payment of $6000 
covered only the initial payment. 

A loan shark exacted $925 from a 
man for a loan of $350, to send his wife 
to a hospital. The same man charged 
a woman $650 for a loan of $165 ‘to 
meet a payment on her furniture. He 
did this by charging a wide range of 
fees, requiring borrowers to buy stock 
in his company, requiring them to take 
out large amounts of life insurance, for 
which he received a liberal commission, 
etc. 

In fact, according to Mr. Morehouse. 
swindling has become so common that 
the hijacker, who swindles the swindler 
is appearing in the investment field. 


Investment Principles for Savings 
De positors 


“The solution to this great problem 
is in the hands of the bankers,” he said. 
“If they will co-operate with those who 
save they can make it hard for these 
plunderers to continue in the business 
of plundering.” 
reminding depositors: 

1. That three cardinal points of all good 
investments are safety of principal, cer- 
tainty of income, and salability. 

2. That safety of principal is more im- 
portant than a high yield; the promise of 
big returns usually signifies a speculative 


risk. 
8. That investing in an unknown promo- 


They can do this by . 


tion is like taking a leap in the dark; “jp- 
vestigate before you invest.” 

4. That it is morally wrong, if not crim- 
inally so, to invest in any skin-game, or 
fraud, with the hope of getting from under 
before the scheme collapses. ‘To do so, one 
must deal with swindlers, and is likely to 
be swindled. y 

5. That it is unsportsmanlike to gamble 
away hard-earned savings. 

6. That if a promotion is as good as it is 
claimed to be, high pressure salesmen and 
questionable methods, especially the fa- 
miliar “rushing” tactics are not necessary to 
sell its securities. 

7. That the high pressure men usually 
sell to those inexperienced in investment, 
because they cannot sell their stuff to ex- 
perienced men. 

8. That the glib-talking promoter is not 
a true friend of the savings depositor, but 
usually a wolf in sheep’s clothing. 

9. That for every oil well that pays divi- 
dends, there are many dry holes, and that 
for every promotion that is successful there 
are a thousand failures. The savings de- 
positor’s chance of winning is too small to 
justify the risk involved. 

10. That savers should steer clear of stock, 
shares or units in world-revolutionizing in- 
ventions which are peddled in front of 
empty storerooms, or sold from house to 
house, or through the mails. 

11. That in investments, also, “an ounce 
of prevention is worth a pound of cure.” 
Bad investments are seldom converted into 
cash. 


An Ancient Practice and a Modern 
Profession 


Going over the history of savings 
banking, Thomas F. Wallace, treasurer 
Farmers and Mechanics Savings Bank, 
Minneapolis, Minn., in his address “An 
Ancient Practice and a Modern Profes- 
sion” said: 

The savings bank idea is as old as history, 
but probably the earliest savings banks 
which were officially recognized were those 
established about 200 A. D. by the Roman 
Emperors for the accommodation of their 
soldiers on foreign service and were known 
as legion banks. Way back in ancient 
Babylon, one Egibi, over 600 years before 
Christ established a bank which undoubted- 
ly had a savings department for it existed 
for over 100 years and conducted a business 
that in magnitude would compare favor- 
ably with some of our largest banks in the 
United States today. Banking was well 
understood in ancient Athens and, while it 
languished during the Dark Ages, it re 
vived with the growth of commerce about 
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the middle of the twelfth century and 
spread over all Europe. 


The Palmy Days for Savings Banks 

The Bank of Amsterdam, founded in 
1609 and owned by the city itself, and which 
endured until 1802, might be taken as 
typical of these. In one sense it might be 
characterized as a savings bank in its prim- 
itive form, for it was not intended as a loan 
bank at all, but used as a depository for 
money and bullion. However, far from pay- 


ing any interest on monies or bullion left. 


with it, it exacted a charge for their safe 
keeping and, if left more than six months, 
an additional charge was made. Other 
sources of profit were not overlooked by 
this institution. Every new depositor was 
charged about $4 for opening an account, 
and on every new deposit another $3, for 
they treated the deposit as the unit and 
not the individual as we do today. ‘Then, 
if a depositor failed to balance his account 
every six months, he was fined $10, so you 
will not be surprised to learn that in some 
years the profits were very handsome. Yet 
it must have performed a real service for, 
despite all these charges, in 1762 when, as 
a result of political disturbances, there was 
a run on the bank, some of the coins paid 
out showed that they had been lying in the 
vaults of the bank ever since it had been 
founded more than 150 years previous. 


Savings in Merrie England 


But if the life of a savings depositor 
in a bank was a hard one in ancient 
days, how much harder was the case of 
the age which had no bank in which to 
deposit. One man of means in Merrie 
England, in Robin Hood’s time turned 
his savings over to a goldsmith for safe 
keeping, but becoming worried lest 
through dishonesty or robbery he should 
lose it, sent it to his wife who was living 
in their home in the country. She, 
trusting that all the neighbors would be 
at church, buried it in the garden of a 
Sunday morning but when her husband 
learned of this he rushed pell mell to 
his wife in desperate fear that ill 
might happen to her and then no one 
would know the spot where the treasure 
was hidden. Arriving at night he dug 
the treasure up by lantern light, broke 
the box it was in and lost nearly a hun- 
dred pieces in the ditch. The following 
morning he renewed the search washing 
ot the earth with pail and sieve, and 
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records in his diary, “I am pretty well 
satisfied that my loss is not great and do 
bless God that it is so well.” 

Saving, then, said Mr. Wallace is no 
new thing. It has become so common 
and the sums saved so great that savings 
banking has now attained the dignity of 
a profession, requiring (as all profes- 
sions do) special training and proved 
ability to secure admission to its ranks; 
having fixed standards observed by the 
members in carrying on the work of 
their profession; and constantly en- 
deavoring to attain ideals and standards 
of service superior to those that at any 
given time prevail. 


Savings Bankers’ Code of Ethics 


While Mr. Wallace did not present a 
complete code of ethics for the savings 


THOMAS F. WALLACE 


Treasurer Farmers and Mechanics Savings 
Bank, Minneapolis, Minn., who has drawn up 
a tentative code of ethics for savings bankers 


bank business, he suggested a few car- 
dinal principles: 

1. The savings banker owes his pri- 
allegiance to the depositor, 
whether he is conducting a mutual sav- 
ings bank, or a savings department in a 
trust company or a commercial bank. 
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2. Savings funds in banks, irrespec- 
tive of their form of incorporation, 
should not be subjected to the risks 
incident to commercial business, but 
should be segregated and invested only 
in securities such as are legal for the 
investment of trust funds in the states 
in which they are located. 

3. These investments should be segre- 
gated so that savings depositors would 
have a first lien upon them. 

4. The savings banker should con- 
stantly endeavor to improve his profes- 
sion. 

In line with this last item, Mr. 
Wallace brought up the question of 
building and loan associations which has 
been causing the savings banks serious 


A. L. MILLS 
President First National Bank, Portland, Oregon, 
who frankly pointed out the danger of present 
business conditions 


concern. ‘They are competing with the 
savings banks for the deposits, but they 
are not required to operate under the 
same laws and regulations that the sav- 
ings banks must operate under, for the 
protection of depositors. One of the 
duties of savings bankers is to make 
their voices heard in the legislative 
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halls, he said, so that these unjust dis- 
criminations can be cured and savings 
depositors protected. 

“Another factor which is a menace to 
thrift and the prosperity of savings 
banks,” he said, ‘“‘is the unwise extension 
of instalment selling of merchandise, 
and especially of non-essentials and 
luxuries.” He continued: 


The spirit of the times in this respect 
is illustrated by the story of the woman who 
went into a bank and said, “I should like 
to open an account.” The cashier answered, 
“We will be very glad to accommodate you. 
What amount do you wish to deposit?” only 
to be met with the reply, “Oh, I have no 
money. I mean a charge account, such as 
I have at the store.” The drain upon cap- 
ital through instalment financing is begin- 
ning to be noted in official circles but the 
duty of sounding a note of warning and of 
pointing out the dangers from this source is 
primarily upon bankers and especially sav- 
ings bankers, and unless we lend our in- 
fluence to see that the peoples’ earnings 
are sanely and properly used and conserved, 
we should not complain when later we find 
prosperity undermined and the devil in gen- 
eral to pay. 


Business Conditions and Prospects 


A. L. Mills, president of the First 
National Bank, Portland, Ore., in dis- 
cussing “Business Conditions and Pros- 
pects” hit upon a somewhat novel way 
of vizualizing the situation in balance 
sheet form. In the foreign conditions, 


_the assets he found are the adoption of 


the Dawes Plan, the Locarno Con- 
ferences, England’s return to the gold 
standard, and Germany’s stabilization 
of her financial system. The liabilities 
include the troubles the French are hav- 
ing with the Riffs, the Mosul oil dis- 
agreement, the lack of stable govern- 
ment in China, Mussolini’s hostile atti- 
tude toward Germany, the continuance 
of communism in Russia, and the war 
debts and depreciated currencies. 
“Strike a balance for yourselves,” said 
Mr. Mills, ‘“‘and when you have done 
so, confess at least that foreign condi- 
tions are not all they might be wished. 
and that caution and conservatism must 
govern our conduct in dealing with for- 
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eign securities and the transaction of 
foreign business. . . . And, parentheti- 
cally, let me here caution you guardians 
of the savings of the people against in- 
vesting too heavily in foreign securities, 
however attractive the rate of interest 
may be. Think twice—and then don’t, 
unless the security is time proved and 
rings true to every test known to finance, 
such as is the case with the obligations 
of John Bull and his dependencies.” 
The/assets in the domestic situation 
are the ample supply of money, fair 
prosperity in the steel business and 
great prosperity in the automobile busi- 
ness, investors’ confidence, reflected in 
the stock market, cautious purchasing 
by merchants, unprecedented building, 
efficient railroads, and increased buying 
power for the farmers. The liabilities 
are inherent in these assets: easy money 
encourages speculation and instalment 
buying, the automobile industry cannot 
expand forever; the building boom 
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shows signs of falling off. Striking a 
balance, Mr. Mills concluded: 

In my belief we are approaching the peak 
of prosperity, and we do well before we 
reach the top to look to our brakes. Doubt- 
less as most prophets say, business will be 
good for the first half of 1926, and possibly 
much longer, but it were well if each sav- 
ings banker would scan his investments 
closely, remembering the greater the rate of 
interest, the greater the risk. Look closely 
to the value on which loans are predicated, 
and when in doubt, say no. Let sound con- 
servatism govern in the determination of 
loans and investments. 

It is very encouraging to hear bankers 
at last beginning to speak out plainly 
when they believe prosperity is reach- 
ing its peak, instead of continuing the 
senseless policy of expecting prosperity 
to continue forever, which has been 
common for so long. For “the more 
the business world knows about dangers 
ahead, the less dangerous they are. A 
storm that is accurately predicted does 
not wreck ships.” 


Lhe 


A System That Tells When To Order 
By Russell Raymond Voorhees 


ANKS as well as other commer- 

cial houses frequently find it dif- 

ficult to always keep a sufficient 
quantity of their various forms, sta- 
tionery and other supplies on hand. 
When the supply runs low they re- 
order but before the new supply is re- 
ceived, it frequently happens that the 
old stock becomes exhausted. A large 
bank in an eastern city has worked 
out a system that has completely over- 
come this danger. 

They have fixed what they call a 
“minimum quantity” of every item that 
they use. What this quantity is is 
determined by the rapidity with which 
it is used and how far away the source 
of supply is. In no ease is the quan- 
tity less than a month’s supply and in 
some instances it is six weeks’ supply. 


This “minimum, quantity” of each 
item is tied up or wrapped up so that 
it is apart from the rest of the stock. 
Then it is put with the rest of the 
stock in its proper stock bin. The 
stock clerk knows whenever he breaks 
into one of these “minimum quantity” 
packages that he must report it at once 
to the purchasing agent who immedi- 
ately reorders what he decides is the 
proper quantity of that item. By using 
care in the determination of these 
“minimum quantities” it is possible to 
never run out of anything except in 
rare instances when shipments might 
be delayed. By the time the “minimum 
quantity” has about become exhausted 
the new stock is received and a new 
“minimum quantity” tied up and put 
ir the bin. 
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NEW HOME OF THE LIMA TRUST COMPANY, 
LIMA, OHIO 


R THIRTY-ONE YEARS we have been de- 

signing, planning and carrying through not- 
able bank and office building projects. This 
breadth of experience has enabled us to introduce 
in banks many time and labor saving methods that 
have come into general use, and to anticipate and 
provide for our clients’ future needs. Let us dis- 
cuss with you the details of your own building 
needs. 


Design, Engineering Service, 
Construction «Management by 


WEARY AND ALFORD COMPANY 


Bank and Office Buildings 
1923 Calumet Avenue 
Chicago 
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Bank Stockholders’ Voting Trust 
Agreement Held Invalid 


National Liberty Insurance Co. of America 
v. Bank of America; Tompers v. Same, 
New York Supreme Court, Special 
Term, Part 1. March 10, 1926. 


VOTING trust agreement, under 
A which the stockholders of a bank 

transfer the voting power of their 
shares for a period of ten years to three 
trustees, two of whom are officers and all 
of whom are directors of the bank, and 
authorize the trustees to consent to the 
merger or consolidation of the bank with 
any other institution upon any terms which 
they see fit to make, is invalid as against 
the declared public policy of the State of 
New York and contrary to §50 of the Stock 
Corporation Law of New York as amended 
on March 12, 1925, which amendment will 
be referred to later. 

This is the effect of a decision of Judge 
Proskauer in the above entitled actions, 
handed down on March 10, which were pro- 
ceedings brought by the owners of shares 
of the defendant bank and voting certifi- 
cates to restrain the trustees from voting 
the shares held by them as trustees. 

Such an agreement, the court holds, can- 
not be saved by an allegation that the pro- 
ceedings are brought by persons who are 
attempting to buy the bank’s stock with 
the purpose of consolidating it with an- 
other banking institution. 

The validity of voting trust agreements 
has been passed upon by the courts of vari- 
ous jurisdictions in a number of instances. 
In general, it may be stated that voting 
trust agreements are not in themselves un- 
lawful and that their validity depends upon 
the objects which they are intended to 
carry out or the powers which they con- 
vey to the trustees. For instance, a voting 


trust agreement, the object of which is 
to carry out a particular policy, with a 
view to promoting the best interests of all 
the stockholders, has been held valid. On 
the other hand, voting trusts designed to 
bring about the practical merger of two 
or more corporations in defiance of law, or 
to give one corporation control over an- 
other or to create a monopoly have been 
held to be invalid. ; 

The court pointed out that a voting trust 
among the stockholders of a bank and a 
voting trust among the stockholders of a 
commercial corporation are not one and the 
same thing. The banking business is af- 
fected with a public interest. Bank direc- 
tors are required to take a sacred oath 
of office and to make an independent audit 
of the affairs of the bank annually. Each 
director is required to own in his own 
right stock of the value of $1000. The 
stockholders of a bank are subject to the 
double statutory liability in favor of credi- 
tors. And §26 of the General Corporation 
Law provides that no officer, clerk, teller, 
or bookkeeper of a banking corporation 
shall act as proxy for any stockholder. 
This act of the legislature, prohibiting the 
issuance of a proxy to a bank officer, car- 
rying the right to vote at a single meeting, 
the court held, would indicate an intent 
not to render valid a voting trust con- 
veying to bank officers the right to vote 
stock for a period of years. 

Prior to 1901, the validity of voting trust 
agreements in the State of New York was 
a matter of uncertainty. In that year, 
§50 of the Stock Corporation Law was 
passed. Under this provision, voting trusts 
for a period not exceeding ten years were 
declared to be valid. On March 12, 1925, 
however, this provision was amended by 
the addition of the following sentence: 
“This section shall not apply to a banking 
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corporation.” Prior to this amendment, 
the court stated, a voting trust of bank 
stock, if it did not designate as voting 
trustees, officers, directors, or employes of 
the bank, might have been valid. The court 
did not feel called upon to pass upon this 
question, because of the fact that a sub- 
stantial portion of the shares held by the 
voting trustees was acquired by them after 
the date of the amendment. 

The opinion of the court in full follows: 


OPINION 


PROSKAUER, J.—Plaintiffs sue to re- 
strain the individual defendants from vot- 
ing, and the corporate defendant (here- 
after called the bank) from permitting to be 
voted, stock of the bank held by the in- 
dividual defendants as voting trustees un- 
der a voting trust agreement dated De- 
cember 31, 1924. The plaintiff National 
Liberty Insurance Company of America 
owns 2500 shares of the bank’s stock, 
valued at approximately $900,000. The 
plaintiff Tompers holds voting trust cer- 
tificates for 1024 shares of such stock, 
worth approximately $350,000. The bank 
is subject to the state banking and cor- 
poration laws. The individual defendants 
are, and were on December 31, 1924, re- 
spectively the president and director, the 
vice-president and director, and a director 
of the bank. The voting trustees hold a 
majority of the stock of the bank. A 
substantial portion of this they acquired 
subsequent to March 12, 1925, the date of 
an amendment to section 50 of the Stock 
Corporation Law, eliminating banks from 
the scope of its provisions, which regulate 
the creation of voting trusts. The at- 
torney-general, as amicus curiae, on behalf 
of the banking department, supports the 
motion. By the agreement the stock is 
to be transferred of record to the trustees 
(or their nominee) to be voted by them 
for ten years; any stockholder may be- 
come a party. It prescribes no course or 
policy for the voting trustees. Accentuat- 
ing their unlimited discretion, paragraph 
16 provides that they may, but are not 
bound to follow the demands of a ma- 
jority of the certificate holders. This is 
a voting trust agreement of bank stock 
with bank officers and directors as voting 
trustees. 

The precise question is whether it is 
against the declared public policy of this 
state to permit stockholders of a bank, re- 
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taining all beneficial interest in their stock, 
to turn over the voting power, even by 
voting trust agreement, to officers and 
directors of the bank. Banking is a busi 
ness affected with a public interest (Noble 
State Bank v. Haskell, 219 U. S., 104; 
McLaughlin y. Dillingham, 264 U. S., 370). 
It has peculiar obligations and correlative 
peculiar restrictions upon its management. 
Its directors are charged with serious re- 
sponsibility. They must take an oath of 
office as sacred as that of a public officer 
(Banking Law, sec. 124). They are re- 
quired by section 131 of the Banking Law 
to make an independent audit of the af- 
fairs of the bank at least annually. They 
cannot discharge this duty through their 
officers. The responsibility is placed upon 
the directors per se. Every one is re- 
quired to own, and to make oath that he 
owns, beneficially “in good faith” and in 
his own right, stock of the value of $1000. 
Its stockholders are under double liability 
(Banking Law, sec. 124). For the public 
protection their legitimate self-interest to 
escape such double liability is invoked to 
cause them to choose directors who will 
faithfully discharge these important duties 
and exercise a check upon the officers. 
The statutory scheme is clear that there 
should be domination neither of directors 
by officers nor of stockholders by direc- 
tors. To this end the legislature enacted 
by section 26 of the General Corporation 
Law that “no officer, clerk, teller or book- 
keeper of a corporation formed under or 
subject to the Banking Law shall act as 
proxy for any stockholder at any meeting 
of such corporation.” Directors are em- 
braced within the “officer” (‘Two 
Opinions of Attorney-General, 1912, 285; 
Eastman v. N. Y. Tel. Co., 86 App. Div. 
563; Tarbell v. Eaton, 49 Hun, 209, 113 
N. Y., 628). 

Distinction is the 
cited by defendants between certain aspects 
of a proxy and of a voting trust. They do 
not reach the heart of the matter. While, 
as pointed out in Cushing on Voting Trusts 
(p. 124), the proxy creates a temporary 
relation, and the voting trust confers 
qualified title with an irrevocable authority, 
the statutory prohibition against proxies to 
bank officers is here significant to the ex- 
tent that it is logically imported into the 
situation presented. As is stated by Me- 
Laughlin, J., in Schley v. Andrews (225 N. 
Y., at 114), while a statute may have “no 
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made in authorities 
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direct bearing on the question being con- 
sidered, it indicates by its enactment a 
legislative intent” which is to be considered 
in determining a public policy. Issuance 
of a mere proxy of bank stock to bank 
oficers for one meeting is forbidden. A 
fortiori irrevocable authority to bank offi- 
cers to vote stock over a period of ten 
years under a naked trust must in reality 
transgress the legislative declaration of 
policy. Prior to the amendment of 1925 a 
voting trust of bank stock, if it did not 
name as voting trustees, officers, directors 
or employes of the bank, might have been 
valid. No device could have been valid 
by which the voting right, disassociated 
from beneficial ownership of bank stock, 
should be lodged in its officers. Its stock- 
holders, in response to the urge of legiti- 
mate self-interest, are called on to elect 
freely a board of directors that shall be 
neither dominated by officers nor self- 
perpetuating. If the officers and directors 
may control elections, the statutory inde- 
pendent audit by directors for the pro- 
tection of stockholders and depositors be- 
comes a futile gesture. 


I do not (nor indeed do the plaintiffs) 
impute improper motive to those who cre- 
ated this agreement. The invalidity lies not 
in their motive, but in the device itself. It 
essentially lends itself to improper con- 
duct of a quasi-public institution. It is 
therefore against public policy, irrespective 
of whether it has been improperly used. 
This illegality taints the agreement 
whether or not it be regarded as created 
independently of the provisions of section 
50 of the Stock Corporation Law. 

There is much contention on argument 
and in brief as to whether any voting 
trusts are valid dehors the statute. This 
question cannot receive categoric answer 
and need not for the purposes of this mo- 
tion. The law has been admirably stated 
by two text writers, Marion Smith of the 
Georgia Bar in 22 Columbia Law Review, 
at page 627, and Professor I. Maurice 
Wormser of the New York Bar in 18 
Columbia Law Review, at page 123. The 
former writes from a viewpoint antago- 
nistic to the common-law validity of vot- 
ing trusts; the latter from an opposite 
viewpoint. Their conclusions as to the case 
law, however, are in substantial accord. 
Bostwick v. Chapman, generally referred 
to as the Shepaug Voting Trust Case (60 
Conn., 553, 24 Atl. 32) in 1890 (after- 
wards followed in New Jersey) (Cone v. 


Russell, 48 N. J. Eq., 208), held that it 
was ipso facto against public policy to 
divorce the voting power from the bene- 
ficial ownership of stock. It has been fol- 
lowed by the great weight of authority in 
America (see cases cited by Mr. Smith in 
22 Columbia Law Review, at page 628, 
footnote 3) and repudiated by a substantial 
minority of other American authorities 
cited by Mr. Smith at page 629 and by 
Professor Wormser. 

Between these extremes is a_ middle 
ground of general concurrence upon which 
the ultimate decision of this motion will 
rest. For certain purposes, such as pro- 
tection of creditors on actual or threat- 
ened insolvency, security for loans, execu- 
tion of legitimate plan of corporate man- 
agement specified in the agreement or of 
a pooling agreement (in jurisdictions where 
they are valid), and generally where the 
voting trust is coupled with an interest in 
the trustees, all jurisdictions sustain the 
legality of the voting trust. Compare Cone 
v. Russell (48 N. J. Eq., 208), which holds 
that in general a voting trust agreement 
is ipso facto void, with Frost v. Carse 
(91 N. J. Eq., 124), which holds a voting 
trust agreement valid where its stated pur- 
pose was “to preserve the identity of 
those who formed and developed the com- 
pany, and to protect the stock from pur- 
chase by the German Government agents 
during the World War.” On the other 
hand, no voting trust agreement is held 
valid where its purpose is contrary to 
accepted public policy. The test is thus 
stated by Professor Wormser: “A voting 
trust agreement should not be condemned 
per se. The validity of the trust should 
be made dependent upon the purposes for 
which the trust is created, the powers that 
are conferred and the propriety of the 
objects in view.” Mr. Smith states it: 
“A separation of the voting power of stock 
from its real or beneficial ownership, ir- 
revocable for a fixed period, is contrary 
to public policy and void unless: (1) It 
is coupled with, or to protect, an interest, 
or (2) made to carry into effect some de- 
termined plan or policy to which the vot- 
ing trustee is bound, or (3) it is merely 
a pooling contract under which the real 
owners reserve the right to direct the vot- 
ing trustee.” 

Defendants establish at most that a vot- 
ing trust is legal if it comport with gen- 
eral law and policy, and not otherwise. The 
vice found in this agreement would invali- 
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date it under these fairly stated rules even 
in those jurisdictions which independent of 
statute approve of proper voting trust 
agreements. It states no determined plan; 
it is not coupled with an interest; it se- 
cures no debt; it is not accessory to a 
pool, and there is impropriety in its de- 
clared object to vest voting power in bank 
officers. Moreover, any such agreement 
must stand or fall upon section 50 of the 
Stock Corporation Law passed as section 
20 in 1901. I have found no decision of 
any court of this state purporting to de- 
cide whether theretofore a valid voting 
trust agreement could be made. Examina- 
tion of the leading text-books of that period 
discloses that the law was regarded as un- 
settled and inharmonious (Clark & Marshall 
on Private Corporations, 1900 Ed., p. 2019; 
Cook on Corporations, 1898 Ed., p. 1186). 
The latter author, in describing what we 
now call a voting trust agreement, says: 
“Another plan was to place the stock of 
the various parties in the hands of trustees 
with power ‘to transfer the stock to them- 
selves and to hold and vote the same. * * * 
But this plan failed. ‘The courts held that 
any holder of a trustee’s certificate might 
at any time demand back his part of the 
stock.” It is noteworthy that in the 1903 
edition of Cook on Corporations he writes 
(at page 1361): “In 1901 the Legislature 
of the State of New York declared the 
public policy of that state, as to the ‘pool- 
ing’ of stock, by enacting a statute,” &c. 
Professor Wormser places the date of the 
shift of public opinion in favor of voting 
trusts in 1905. Thus in 1901 the Legislature 
by statute authorized the employment of 
this voting device which had not yet been 
approved by the courts of New York and 
had been disapproved by the large majority 
of other courts which had considered it. 
It is a fair inference that the Legislature 
intended to preempt this field of the law 
and to lay down the conditions under 
which alone this novel voting scheme could 
be used. The agreement, if thus regarded 
as based on the statute, is invalid for the 
foregoing reasons which invalidate it dehors 
the statute. 

The statute is purely permissive. It does 
not validate a voting trust agreement in 
other respects against public policy. Com- 
pliance with fundamental law and public 
policy are still essential to such an ar- 
rangement. While I find no authority 
square upon this point, the reasoning in 
Manson v. Curtis (223 N. Y., 313, at 319) 
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is most persuasive. There stockholders 
made an agreement not of formal voting 
trust, but to unite upon a corporate policy 
and upon the officers whom they would elect; 
but they agreed also that a named person 
was to control the company’s conduct and 
that the directors were substantially to 
abdicate. Collin, J., sustaining squarely the 
general validity of an agreement among 
stockholders to continue a_ stated policy, 
writes: “Agreements upon a sufficient con- 
sideration between them of such intend- 
ment and effect are valid and binding if 
they do not contravene any express charter 
or statutory provision, or contemplate any 
fraud, oppression or wrong against other 
stockholders, or other illegal object.” But 
he holds the particular agreement void be- 
cause it contemplated an illegal object in 
depriving the directors of power actually 
to manage the corporation. Similarly here, 
it is proper under the statute to create 
a voting trust (a particular binding stat- 
utory form of such agreement among stock- 
holders as was referred to by Judge Collin), 
provided it contemplates no “illegal object.” 
The illegality of its object, heretofore out- 
lined, renders it void even if it be viewed 
as the creation of the statute. 

Moreover, there are other features of 
the agreement which expressly in detail 
violate the requirements of section 50. 
Every other stockholder is entitled to be- 
come a party to the agreement. Therefore 
the agreement may not impose such onerous 
terms, wholly unrelated to the essentials 
of a voting trust, as would reasonably 
deter other stockholders from becoming 
party to it. If a prohibitive fee were 
assessed on stockholders as a_ condition 
precedent to deposit of stock, there would 
be substantial denial of the statutory right 
of all stockholders to join in. This agree- 
ment contains provisions essentially as de- 
structive of this right. Stockholders are 
required to give to the trustees not only 
voting power, but authority to consent to 
the merger or consolidation of the bank with 
any other institution upon any terms they 
deem fit; to accept in place of the shares 
deposited any shares in any amount to be 
issued in exchange therefor on merger and 
to consent to the dissolution of the bank. 
Paragraph 10 indeed adds that these pat 
ticular powers are not to be deemed ex- 
clusive, but that the voting trustees shall 
be entitled to exercise all powers “as the 
absolute owners of the deposited stock. 
A depositing stockholder must not only 
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strip himself of voting power, but, while 
retaining his beneficial interest, permit these 
trustees, or their successors, substantially 
to treat the stock in any way they wish. 
The statute compels the votiug trustees to 
procure new certificates with an indorse- 
ment that they were issued pursuant to a 
voting trust agreement, and thus to put 
upon notice any person who deals with 
such certificate. This agreement negatives 
this salutary requirement by permitting the 
trustees to exchange for certificates not 
in their own names and so indorsed, but 
in the name of their nominees. While the 
stock deposited is stated “to be wholly at 
the order and under the control of the 
trustees,” they assume no_ responsibility 
whatever except for actual misfeasance; 
yet any trustee may become a director or 
officer of the bank, receive compensation 
therefor, or become pecuniarly interested 
in any transaction with the bank as fully 
as though he were not a trustee at all. 

The trustees (paragraph 9) are author- 
wed to transfer a_ sufficient number of 
shares of stock to give any person the 
statutory qualification as a director, pro- 
vided he is nominated by the trustees, and 
he must agree at the end of his term 
forthwith to return to the trustees the 
qualifying shares so held. This purports 
to destroy the statutory requirements that 
a bank director must not only be a stock- 
holder in his own name, but must make 
oath that he owns the stock in his own 
right in good faith. For these additional 
reasons the agreement cannot be sustained 
under the statute irrespective of the 
amendment of March 12, 1925. That 
amendment is also fatal to the validity of 
this agreement viewed as a statutory vot- 
ing trust. It provided that section 50 should 
not apply to banking corporations and it 
went into effect immediately. While the 
agreement was dated December 31, 1924, 
much of the stock was deposited under it 
subsequent to March 12, 1925. These de- 
posits could not validly be made. 

I do not lose sight of the saving clauses 
in the Statutory Construction Law, but as 
Hiscock, Ch. J., wrote in Matter of Went- 
worth (230 N. Y., at 187): “A repealing 
statute which preserves rights contemplates 
definite and substantial ones which are, or 
are in the nature of, vested property rights 
and not mere inchoate personal privileges 
to which in a legal sense one has no in- 
defeasitle vested claim.” This voting trust 
agreement was continuously in process of 


potential enlargement unless and until all 
stockholders became party to it. The law 
required it to preserve that right to all 
stockholders. Those who deposited under 
it prior to March 12, 1925, did so on im- 
plied condition that all other stockholders 
might validly thereafter do likewise. There 
were no vested property rights fixed prior 
to March 12, 1925. When the Legislature 
withdrew banks from the provisions of the 
act it necessarily terminated the valid ex- 
istence of this agreement, both as to those 
who attempted in violation of the statute 
to come in thereafter, and as to those 
who had theretofore come in upon the con- 
dition implicit in the agreement that others 
could continuously and validly come in. 
Nor does this conclusion violate the rule 
of statutory construction against retroac- 
tive effect. “A statute does not operate 
retrospectively when it is made to apply 
to future transactions merely because those 
transactions have relation to and are found- 
ed upon antecedent events.” (Opinion of 
Richardson, J., in Johnson v. United States, 
17 Court of Claims, 157, at p. 171). The 
amendment of 1925 applied to this agree- 
ment as one continuously inchoate and rend- 
ered its continuance illegal. The situation 
is distinguished from that considered in 
Cameron v. N. Y. & M. V. W. Co. et al. 
(133 N. Y., 336). There, pursuant to a 
statute, two water works companies had 
entered into an agreement of consolidation 
and had called the meetings of stockhold- 
ers required by statute to ratify the agree- 
ment. The statute authorizing the con- 
solidation was then repealed. The court 
held that under the reservations of the 
statute the companies had the right to 
secure the ratification of the agreements 
which they had in fact made subject to 
such ratification. There was no question 
there of permitting other persons to be- 
come parties to the agreement after the 
effectiveness of the statutory prohibition. 
Defendants urge that this agreement can 
be sustained by the substitution as voting 
trustees of those alternates who are not 
bank directors or officers. None of these 
alternates, however, appears to have signed 
or become party to the agreement. They 
could become trustees only “in the event 
of the death, resignation, inability or re- 
fusal to act” of the named trustees. It 
was never contemplated that the word 
“inability” should be deemed to include this 
legal inability based upon the fact that 
the trustees were officers, which was known 
at the time of the execution of this agree- 
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ment. The intent of the parties was that 
the three named voting trustees should act 
except only as otherwise stated. Nor would 
this course be permissible under the 1925 
amendment as here construed. 

Equally untenable is the suggestion that 
the court should treat this as a genu- 
agreement and under general 
equity powers designate a trustee to effec- 
tuate its purpose. It is not a real trust 
agreement of the kind under which equity 
exercises such function, but a mere voting 
trust agreement. A signer of this agree- 
would no doubt view with astonish- 
ment the transmission of his voting rights 
to the nominee of the court. 
never such intention. 


ine trust 


ment 


There was 
Defendants urge that 
the determination of these questions should 
be made only on trial and not on motion. 
There is no substantial question of fact, 
however. 

The only serious dispute concerns alte- 
gation that the actions are instigated by 
persons who are attempting to buy the 
bank’s stock with the ultimate purpose to 
consolidate it with another bank. This is 
not germane to the controversy. Anyone 
has the right to buy the stock. If such 
should be attempted, there 
are well-settled remedies in the law to pro- 
tect Even 
desire to defeat such a plan cannot justify 


consolidation 


minority stockholders. proper 
the creation of an illegal voting trust to 
If the 
views here expressed are correct, the cor- 


officers and directors of the bank. 


porate action purported to be taken under 
this voting trust agreement would result 
in the greatest confusior and hardship. It 
is therefore in the general interest to con- 
tinue the injunction. If it is vital imme- 
diately to increase the capital of this bank 
and beneficial stockholders, to the required 
amount, wish so to do, such action can 
readily be taken despite the injunction. 
The status quo should therefore be pre- 
It should be noted that though the 
ex parte injunction was issued on the ori- 
ginal complaint in the action brought by 
the National Liberty Insurance Company 


served. 


of America it was stipulated by counsel on 
argument that the motion before me should 
be determined on the amended complaint, 
and the order may recite this stipulation 
made on argument. Motion granted. 
Settle order on notice. 
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Drawee Bank Liable on Check 
Certified by ‘Telegram 


Bulliet v. Allegheny Trust Company, 
Supreme Court of Pennsylvania, 
131 Atl. Rep. 471. 


On February 11, Mitchell drew his check 
for $5000 on the defendant, Allegheny Trust 
Company of Pittsburgh, Pa., and delivered 
it to a party in escrow. It wus agreed that 
the sum represented by the check should be 
forfeited to the plaintiff if Mitchell did not 
make certain payments on oil property be- 
longing to the plaintiff for which he was 
negotiating. 

Mitchell sent a telegram to the defendant 
trust company, asking whether it would 
honor the check and the defendant, on 
February 11, answered by wire affirmatively. 

Mitchell failed to make the first pay- 
ment, the time for which was extended 
from February 13 to February 15, and on 
the latter day, the check was deposited 
in a Louisville, Ky., bank for collection. 
Upon presentment of the check, the de- 
fendant refused to honor it on the ground 
that Mitchell had stopped payment. 

In an action by the plaintiff against the 
defendant as drawee of the check, it was 
held that the latter was liable. In s0 
holding, the court decided that the de- 
fendant’s telegram amounted to a certi- 
fication of the check; that the certification 
at the request of the plaintiff discharged 
the drawer from liability; that so far as 
the drawee of a certified check is concerned, 
presentment may be made at any time 
within the period fixed by the statute of 
limitations; that the defenses which the 
drawer might have as against the payee, 
were not available to the drawee bank and, 
in effect, that the drawer of a check can- 
not stop its payment after it has been cer- 
tified. 


Action by V. J. Bulliet, trustee for the 
Woolfolk Oil Co., against the Allegheny 
Trust Company. Judgment for plaintiff, 
and defendant appeals. Affirmed. 


OPINION 


SCHAFFER, J.—This action was brought 
against the defendant trust company on @ 
check for $5000, drawn by C. C. Mitchell 
to the order of Grove MeNair, which the 
defendant had undertaken to honor. — 

C. C. Mitchell was negotiating in Louts- 
ville, Ky., for the purchase of an oil prop 
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erty; Grove McNair was his agent in the 
transaction. ‘The memorandum agreement 
of sale between the parties provided that 
Mitchell would place in the hands of N. 
C. Bolling & Co. $5000 in escrow in evi- 
dence of good faith that he would pay the 
remainder of the purchase price. The 
agreement contained a provision that, in 
the event of Mitchell’s failure to carry out 
his undertaking, the $5000 should be for- 
feited to the seller, V. J. Bulliet, trustee 
for the Woolfolk Oil Co. To meet the re- 
quirement of the agreement of purchase, 
Mitchell drew his check to the order of 
McNair for the sum named; it is dated 
February 10, 1919. Mitchell, after draw- 
ing the check, returned to Pittsburgh, made 
his account in the bank good for the amount 
of it, and, in response to a telegram from 
Bulliet to the defendant, inquiring whether 
it would honor Mitchell’s check for $5000, 
defendant replied by wire that it would. 
This amounted to a certification of the 
check. Brady, the Law of Bank Checks 
(1915) §230, p. 347; Banking Law Journal 
Digest (Brady, 1924) §214; 7 Corpus Juris, 
p. 705; Farmers’ and Merchants’ National 
Bank of Winchester v. Elizabethtown Na- 
tional Bank, 30 Pa. Super. Ct. 271. 

Mitchell failed to make the payments as 
provided in the agreement, the first of 
which was payable on February 13 (the 
time for this payment was extended to 
February 15), and the check for $5000 was 
deposited in a bank in Louisville on the 
latter date. When presented for payment, 
defendant, owing to its having received 
4 notice from Mitchell to stop payment of 
the check, refused to honor it, and wrote 
a letter saying that the check was re- 
turned “on account of the indorsements 
of same, and also because Mr. Mitchell 
has requested me to withhold payment until 
some matters in connection with the deal 
are cleared up.” Nothing was said about 
delay in presentation of the check. Addi- 
tional indorsements were placed upon the 
check, and it was again forwarded to de- 
fendant for payment. On receipt of the 
check, defendant wrote to the bank in 
Louisville, but raised no question as to the 
indorsements. In this letter defendant ac- 
knowledged that it had sent the telegram 
claimed the agreement of sale had not been 
agreeing to honor the check, but said that 
Mitchell had directed it not to pay, as he 
fulfilled. J, 

The first position assumed by appellant 


is that there was delay in presenting the 
check, the clearance time between Louisville 
and Pittsburgh being twenty-four hours, and 
that by reason thereof it is relieved from 
its undertaking to pay. From an examina- 
tion of the testimony, it is not apparent 
that there was any delay in the presenta- 
tion of the check. While it is dated Feb- 
ruary 10, under the terms of the agree- 
ment of sale it was to be applied against 
the first payment on account of the pur- 
chase money which fell due on February 
13, which was extended by an oral agree- 
ment to February 15, and was not to be 
forfeited to the seller as liquidated damages 
unless that payment was not made. Mitchell 
had all of the day of the 15th to make the 
payment. The check was mailed on that 
day by the Louisville bank to the defend- 
ant. It is the contention of appellant that, 
as the defendant sent its telegram on Feb- 
ruary 11, saying it would honor the check, 
the check should have been forwarded not 
later than the 12th, and should have ar- 
rived in Pittsburgh for payment on the 
13th, whereas it did not arrive until the 
16th or 17th. Even if it should be con- 
cluded that a bank can, under the circum- 
stances here shown, set up the defense of 
delay in presentment against a check which 
it has certified, which we think not the law, 
there was no requirement that the check 
should be used or forwarded before Feb- 
ruary 15, the day on which it was mailed, 
as until that day it was not payable on ac- 
count of the purchase price and not for- 
feitable in the event that the first instalment 
thereof was not paid. Defendant's telegram, 
promising to honor the check, was an ac- 
ceptance of it. The Negotiable Instru- 
ments Law in effect so provides (section 
187, Act May 16, 1901 [P. Z.. 194; Pa. St. 
1920, § 16184]): 


Where a check is certified by the bank 
on which it is drawn, the certification is 
equivalent to an acceptance. 

The Negotiable Instruments Law ex- 
pressly provides for acceptances by sep- 
arate paper. 


Where an acceptance is written on a 
paper other than the bill itself, it does not 
bind the acceptor except in favor of a per- 
son to whom it is shown, and who, on the 
faith thereof, receives the bill for value. 
Act of May 16, 1901, § 134 (P. L. 194; Pa. 
St. 1920, § 16126). 


Acceptance on a separate paper was held 
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good in Steman v. Harrison, 42 Pa. 57, 82 
Am. Dec. 491. A delay in presenting a 
check to the bank for payment which the 
bank has accepted or certified will not dis- 
charge it from the obligation to pay. Norton 
on Bills and Notes, p. 588 et seq. Where 
a check is certified at the instance of the 
holder (as this one was) the drawer and 
indorsers are thereby discharged (Negoti- 
able Instruments Law, Act May 16, 1901, 
§188 [P. L. 194; Pa. St. 1920, §16185]), 
so that the rule requiring presentment of 
a certified as well as an uncertified check 
within a reasonable time in order to charge 
the drawer has no application. So far 
as the drawee bank is concerned, demand 
for payment of a certified check may be 
made upon it at any time within the statute 
of limitations. Brady, the Law of Bank 
Checks (1915) §80, and cases there cited. 


The certification constitutes a new con- 
tract between the holder and the bank... . 
By certifying, the drawee bank enters into 
an absolute agreement to pay the check 
upon presentment at any time within the 
time fixed by the statute of limitations. 
Brady, the Law of Bank Checks (1915) 
§232. 


In Smith v. Hubbard (1919) 205 Mich. 
44, 50, 171 N. W. 546, it is stated (page 
548): 


Checks are by custom certified, in order 
that the holders may in their business trans- 
actions make use of them as a substitute 
for money, and in their function to that end 
in the business world they are not expected 
to be as promptly returned to the bank 
issuing them for redemption as ordinary 
checks, notes, or similar negotiable paper. 


Nor do we think appellant is in any 
better case in its second position, so far 
as the indorsements are concerned. After 
the check was returned to it the second time, 
with additional indorsements, and when it 
sent the paper back, no dissatisfaction was 
expressed as to the indorsements. Defend- 
ant cannot be permitted to prejudice plain- 
tiffs position now, not having raised it in 
the first instance. 


Where a party gives a reason for his 
conduct and decision touchmng anything in- 
volved in a controversy, ne cannot, after 
litigation has begun, change his ground, and 
put his. conduct upon another and a dif- 
ferent consideration. He is not permitted 
thus to amend his hold. He is estopped 
from doing it by a settled principle of 
law. Honesdale Ice Co. v. Lake Lodore 
Improvement Co., 232 Pa. 293, 300, 81 A. 


306, 308, quoting from the leading case 
of Railway Co. v. McCarthy, 96 U. S. 258, 
24 L. Ed. 693. 

The rule is founded on equitable es- 
toppel. Second National Bank of Alle- 
gheny v. Lash Corp. 299 F. 371 (C. C. A. 
3d Cir. 1924). Not having raised the ques- 
tion before, when, if there had been any 
substance in the objection to the indorse- 
ments, plaintiff might have corrected any 
error, defendant is estopped from inter- 
posing the defense now after suit is brought. 

But the objection to the indorsements is 
without foundation. They were regular, 
followed the course of the paper, and were 
in consonance with the disposition of the 
money as provided in the agreement of sale. 
The check was drawn to MeNair; he in- 
dorsed it “to the order of V. J. Bulliet, 
trustee for the Woolfolk Oil Co. and 
placed in hands of N. C. Bolling & Co. as 
escrow agent as part of escrow agreement 
between C. C. Mitchell and V. J. Bulliet,” 
and it was also indorsed by Bulliet as 
trustee “for deposit in joint account with 
|N. C. Bolling & Co., as escrow agent,” and 
by Bolling & Co., as escrow agents, to the 
order of Bulliet, as trustee, and by him 
in that capacity. The prior indorsements 
were guaranteed by the Louisville bank in 
which the check was deposited, and that 
bank indorsed the paper. We think the de- 
fendant would have been fully protected 
by the indorsements in paying the check. 

The third and real defense attempted by 
the defendant was to put itself in the po- 
sition of Mitchell, and to make the defense 
against the check that he might have made 
if he had still been liable on it, and to 
show, as incidental to this defense, that the 
plaintiff had no record title to the property 
on account of which the check was given. 
In being permitted to make the defense 
which Mitchell might have made, appellant 
was accorded a greater privilege than it 
was entitled to. As between it and the 
plaintiff, no such defense wes available. Its 
undertaking was absolute and unconditional 
to honor the check, and it could not, by 
interposing a defense available to Mitchell, 
repudiate what it had bound itself to do. 
To hold otherwise, it would be necessary 
to ignore the offect of the certification of 
a check at the instance of the holder. The 
Negotiable Instruments Law, §189 (Pa. St. 
1920, §16186), provides that a check does 
not operate as an assignment of the funds 
unless the drawee bank certifies it, “and 
the bank is not liable to the holder unless 
and until it accepts or certifies the check, 
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but when it accepts or certifies it is liable 
to him. The effect of the bank’s certify- 
ing a check at the request of a holder is 
to create a new obligation on the part 
of the bank to that holder, the amount of 
the check passes to the credit of the holder, 
who is thereafter a depositor to that amount. 
Negotiable Instruments Act, §188; Central 
Guaranty, Trust & Safe Deposit Co. v. 
White, 206 Pa. 611, 56 A. 76; Girard Bank 
y. Bank of Penn Township, 39 Pa. 92, 80 
Am. Dec. 507. In Joyce, Defenses to Com- 
mercial Paper (2d Ed. 1924) vol. 2, §850, 
it is said: 


By the law merchant of this country, 
the certificate of the bank that a check 
is good is equivalent to acceptance. It 
implies that the check is drawn upon suffi- 
cient funds in the drawee’s hands, and that 
they have been set apart for its satisfaction, 
and that they shall be so applied whenever 
the check is presented for payment. It 
constitutes an undertaking, not only that 
the check is then good, but that it will con- 
tinue good. Such an agreement is as bind- 
ing and obligatory upon banks as their 
notes of circulation, or any other valid 
obligation. The purpose of certifying a 
check as regards both parties is to enable 
the holder to use it as money. 


And again in the same work the author 
says upon proper authority (volume 1, 
§228) : 


The certification of a check on applica- 
tion of the drawer does not operate to dis- 
charge him from liability thereon, and, so 


Jong as he remains undischarged, the de- 


fense of fraud is open, both to him and the 
bank. But where certification is made at 
the request of the holder, the effect is dif- 
ferent, and discharges the drawer. from 
further liability on the check, and substi- 
tutes a new contract between the holder 
and the bank, by which the money called 
for by the check is transferred from the 


account of the drawer to the account of 
the holder; so that, in contemplation of 
law, the obligation of the bank to the holder 
in such case is the same as if the funds had 
been actually paid out by the bank to him, 
by him redeposited to his own credit, and 
’ certificate of deposit issued to him there- 
‘or. 


The obligation of an acceptor is to pay 
the instrument according to the tenor of 
his acceptance. Negotiable Instruments 
Law, §62 (Pa. St. 1920, §16052). It has 
been said that an acceptor admits every- 
thing essential to the validity of the bill, 
and on this ground he cannot for example, 
even set up the defense of want of con- 
sideration between the parties. See Joyce, 
Defenses to Negotiable Paper, vol. 1, §341. 
The acceptor cannot defend on the ground 
of want of consideration between the drawer 
and the payee. Vanstrum v. Liljengren, 
37 Minn. 191, 33 N. W. 555; Spurgin v. 
McPheeters, 42 Ind. 527; Welch v. Mayer, 
4 Colo. App. 440, 36 P. 613; Davidson v. 
Keyes, 2 Rob. (La.) 254, 38 Am. Dec. 209; 
Debuys v. Johnson, 4 Mart. N. S. (La) 
286; Smith v. Adams & Co., 14 La. Ann. 
409. In 8 Corpus Juris, p. 747, §1018, the 
rule is thus stated: 


So, in an action by the payee against 
the acceptor or the drawer, failure of con- 
sideration as between the drawer and the 
drawee is not a defense. 


The business of the country could not 
be carried on unless those transacting it 
may rely upon such undertakings by finan- 
cial institutions as the one with which we 
are dealing. The court below should have 
disposed of the case as a matter of law, 
by giving binding instructions in plaintiff's 
favor. 

The assignments of error are all over- 
ruled, and the judgment is affirmed. 








HE creed and laws of a people act powerfully upon their 
economic condition, and this again, by its influence on their 
mental development and social relations, reacts upon their creed 
and laws. 


—John Stuart Mill. 











Present Trends in Distribution 
By O. H. Cheney 


Vice-president American Exchange-Pacific National Bank, New York 


HE apparent confusion in the present 

; trends of distribution is of vital im- 

portance to us. as bankers. Unless 
we understand the significance of these new 
trends in distribution we are handicapped 
in acting as bankers in every true sense of 
the name. It would be better for us all 
if we could at one sweep scrap all our ideas 
of distribution—all our prevailing ideas of 
the routing of commodities from producer 
to consumer. A good many of our ideas on 
the subject of distribution as a whole belong 
back in the days of horsehair sofas and 
crinoline—or perhaps in the days of horse 
cars and long skirts. Our knowledge of our 
distribution system as a whole is to a vital 
degree antiquated—and it is that because 
changes have been coming so radically and 
so rapidly. 

This is a machine age and we have come 
to picture distribution also as a machine. 
It is not—and as long as we think of it in 
mechanical terms so long shall we fail to 
understand it. We must try to see the 
structure of distribution not like a machine 
—it is a living thing—a growing thing—- 


hungry, active, restless, ever changing. It 
has not even definite parts with definite 


functions. Any part can attempt to as- 
sume any function—and protest meetings, 
lawsuits, government commission investiga- 
tions, municipal ordinances and Federal 
legislation can be of little use. The func- 
tions of the retailer, the wholesaler and the 
manufacturer are not included in the Ten 
Commandments or the Constitution of the 
United States. If a retailer wants to as- 
sume some functions of the wholesaler, if 
a wholesaler wants to assume some func- 
tions of the manufacturer, or if a manufac- 
turer wants to assume some functions of a 
retailer, there is no law which can 
stop him—except the inexorable economic 
laws of efficiency and profit. 

How has the banker’s function been 
changing during these years of merchandis- 
ing unrest? It seems to me that the bank- 
er’s participation in the financing of pro- 
duction and distribution may be tending 
to become more indirect. Bank credit is 
being used at more points, perhaps, in the 
chain of distribution, but it is not extended 
directly by the banker. With the growth 
of larger industrial and commercial units, 
financing is done more through securities 
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and in other ways, also transactions jn 
which the dominant elements were formerly 
personal are now becoming formalized ani| 
impersonal. When the distributor buys 
from hand-to-mouth the financing burden 
is thrown on the manufacturer and for this 
reason there is a tendency towards cen- 
tralization of credits in the manufacturing 
centers instead of distribution throughout 
the consuming centers. 

The degree of banking participation in 
the chain of production and distribution is 
in some measure dependent on the length 
of time involved in the process. In spite 
of nationalized distribution and in spite of 
increasing numbers of middlemen and in- 
termediary producers and distributors, the 
time element has been materially shortened. 
Production has been speeded up, as in the 
automobile industry. Or, as in the case of 
the clothing industry, the manufacturer is 
now buying his fabrics four months nearer 
the time of actual consumption than he was 
three years ago. Railroad service has in- 
creased in efficiency and goods are not tied 
up so long in transport. At every point the 
time function of bank credit is being re- 
duced in importance. To sum it up in a 
crude sentence, I should say that the 
banker is now dealing more with paper 
than with people or commodities. 

As bankers we have not fully realized the 
significance of these present trends in mer- 
chandising. We have not mingled closely 
enough in the battles of the new competi- 
tion. We have therefore not been of as 
much service to our customers as we might 
be—-we have not been able to give them 
all the guidance they need in this intricate 
strife of modern business. As a result, also, 
we have overlooked our own interests in 
We have missed opportuni- 


many ways. 
We have al- 


ties for service and profits. 
lowed our institutions and affiliated organ- 
izations to become too inflexible. We have 
let other types of institutions and organiza- 
tions spring up to meet these new needs 
and to flourish, largely through the use of 
bank credit. We, too, must face the new 
competition. Ionic marble columns and 
Renaissance ceilings French bronze 
grilles are no more protection than Grand 
Rapids ice-boxes, coat hangers and pine 
shelves apginst the pressure of competition. 
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Equitable Service 


The following are some of the 
major services of The Equi- 
table available to local banks 
and business men through 
either the district representa- 
tives of The Equitable or the 
home office in New York. 


Travelers’ Letters of 
Credit 


Provide for the issuance of 
E.T.C. Letters of Credit, in 
both U. S. dollars and Foreign 
currencies. They may be is- 
sued by and imprinted with 
the names of local banks. 


Export and Import 
Letters of Credit 
Arrange for the issuance of 
commercial letters of credit 


for the importation and ex- VW d 

portation of merchandise. hat bon S 
Foreign Exchange ld b m > 

Arrange for the issuance of shou you uy e 

checks and drafts for the mail 

transfer of funds to foreign 
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Canada Can Resume Gold Payments 


Fears of Inability to Maintain Gold Standard Shown Groundless 
Upon Analysis 


By Donald M. Martin, B.A., M.A., Ph.D., 


Economist the Royal Bank of Canada 


EPRECIATED currencies, war 
D debts, reparation payments and 

the large gold holdings of the 
United States have complicated the 
phenomena of international finance so 
that many old questions must be con- 
sidered from a new viewpoint. Per- 
haps the most important contribution 
to the recent discussion of monetary 
affairs was Professor Keynes’ sugges- 
tion for a managed currency which 
would have done away with gold as 
the basis of monetary values. These 
proposals were seriously debated by the 
leading economists and bankers of Great 
Britain. Had the plan suggested by 
Professor Keynes been successfully 
launched by England and followed by 
other countries, the United States would 
have been in the position in regard to 
gold that China is with respect to 
silver. Gold would have fallen greatly 
in value and payment of the war debts 
of the various European countries to 
the United States would have been 
greatly simplified. The decreased value 
of gold would have been injurious to 
gold producing countries as well as to 
the United States. The general ne- 
cessity for rehabilitating world confi- 
dence in stable exchange rates between 
countries. with its beneficial effect on 
international trade, and the sentimental 
values attached to gold presented so 
desirable a combination that the British 
Government decided to return to gold 
payments and thereby initiated a con- 
dition that is likely to again become 
world wide. Although hypothesis and 
forecast in this field are on an empiri- 
cal and tentative basis yet the return 
'o the gold standard has become so 
strong a world trend that it is advisable 
that a careful study be made of Can- 
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ada’s ability to return to gold payments. 

The Royal Bank of Canada has been 
steadily advocating the resumption of 
gold payments by the Dominion Gov- 
ernment for the last three years. In 
May 1923, the monthly letter of the 
Royal Bank of Canada said: 


Our general financial situation should 
now be regarded as normal. The figures 
indicate that the position of the Govern- 
ment note circulation is sound and without 
further preparations gold payments might 
be immediately resumed, with the assurance 
that no important loss of the Government’s 
stock of gold would take place. The matter 
is one which might well engage the early 
attention of the Government. It would 
add to our prestige and credit if we were 
the first of all countries, belligerent and 
otherwise, excepting only the United States, 
to return to the gold standard without re- 
strictions. 


It can hardly be doubted that had 
this step been taken at that time it 
would have accelerated the improve- 
ment in general business conditions. 

It was in recognition of this situa- 
tion that Sir Herbert S. Holt, in his 
annual addresses before the sharehold- 
ers of the Royal Bank of Canada in 
January 1924, 1925 and 1926, urged 
the return to the gold standard. In 
this last annual address he said: 


Last year we called attention to the ease 
with which it would be possible for Canada 
to return to the gold basis. The movement 
which has since developed towards the 
stabilization of the exchanges of most of 
the influential nations of the world indi- 
cates the value which they attach to defi- 
nitely linking their currencies with gold. 
Meanwhile, the course of exchange between 
Canada and the United States has shown 
that the restoration of gold payments by 
this country would be a simple matter. I 
cannot conceive why there should be any 
delay in ending the present anomalous situ- 
ation. 
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Advantages of the Gold Standard 


The report of Dr. G. Vissering of 
the Netherlands Bank and Dr. E. W. 
Kemmerer of Princeton University on 
the “Advisability of the South African 
Union returning to the Gold Basis,” 
presented certain advantages which 
would accrue from the increased sta- 
bility of their monetary unit, certain 
advantages to be derived from increased 
world confidence in South African fi- 
nancial stability, and finally took up 
the question as to the practicability of 
the step in relation to the country’s fi- 
nancial and credit structure and the de- 
gree of deflation then experienced. One 
who wishes to read an able discussion 
on the advantages of the gold standard 
would find this report well worth con- 
sideration. 

So far as the advantages to be de- 
. rived from increased confidence are 
concerned these are of just as great 
importance to Canada as they were to 
South Africa. There is increasing com- 
petition between various parts of the 
British Empire for British capital, 
British immigrants and British inter- 
est. If the Union of South Africa took 
this step with a view to securing confi- 
dence in the stability of her financial 
structure, Canada can ill afford to delay 
doing likewise. Capital is undoubtedly 
conservative and for years to come it 
will prefer countries which are defi- 
nitely on a gold basis. 

South Africa produces more gold 
than any other country in the world 
and on this account it was to her ad- 
vantage to be among the leaders in re- 
establishing the gold standard. Records 
indicate that Canada is rapidly ap- 
proaching the point where she will be 
the second world producer of gold. 
With the opening of new gold produc- 
ing areas, Canada has a steadily in- 
creasing interest in the buying power 
of gold. 

[t is probably unnecessary tc dis- 
cuss the desirability of resumption of 
gold payments. On this point there 
has heen unanimity so far as Canadian 
authorities have been articulate on the 
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subject. The objections which have 
been voiced have been only as to the 
feasibility of such a move. Fears have 
been expressed that if free gold move- 
ments are permitted all the gold might 
be drained away and that Canada might 
have again to suspend gold payments. 
Those who have made these predictions 
have without exception failed to explain 
how this condition might be brought 
about and why Canada was considered 
to be in a more vulnerable position in 
this respect than before the war. The 
fears expressed are believed to be 
groundless and this article will proceed 
to analyze the situation in support of 
this opinion, making a careful study of 
Canada’s financial position with a view 
to determining the real practicability 
of this action. In making this study 
examination will first be made of Can- 
ada’s position in relation to each of the 
criteria used by the financial experts of 
the League of Nations in considering the 
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a new stimulus? And new things to talk 
about? Then sail for Paris, the world centre 
of gayety...of forgetfulness of past things. 


If you want delightful camaraderie, sparkling 
conversation and tempting cuisine...sail away 
on a de Luxe French Lines. Its café terrace 
on the promenade deck is a foretaste of the 
boulevards. The verve of its dances a herald 
to the joyousness of Paris. 


Best of all is the complete rest that comes 
with the perfect service of a friendly people. 
It will make your trip throughout France a 
memorable one. You will revel in the all em- 
bracing welcome, of any hotel or café on tue 
picturesque road from Paris to...where you 
will! 


It may be at fashionable Biarritz on the 
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Are you looking for 


“There is no limit to 
Paris ...it makes the 
fashion ...its jests are 
sparks...it is superb 
...its theatres, its art 
-..are manuals of the 
human race.” —“ Les 
Miserables” — Victor 


Hugo. 
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Basque coast... with the Pyrenes in the dis- 
tance. Or at Vichy...of the famous waters. 
Or oriental Mentone, wreathed in orange trees, 
laurel, roses and cypresses. 


Take your own car, uncrated, with you. ..or 
rent a car over there. For touring in France 
is remarkably inexpensive. 


Write for the interesting brochures on the 
de Luxe French Liners, the Paris or France, 
which sail first to Plymouth, England... then 
to Havre, the port of Paris. Or for those on 
the One-Cabin Liners, the De Grasse, Rocham- 
beau, La Savoie and Suffren, which go direct to 





Havre...where there is no transferring to 
tenders; just down the gangplank to the special 
boat-train waiting. In three hours... Paris 


and all that lies at the other end of “the 
longest gangplank in the world.” 


dreneh Line 


Compagnie Générale Transatlantique, 
19 State Street, New York 


Offices and Agencies in principal citie: 
of Europe, Canada and the United States. 
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ROM every commercial center of 

importance in the United States 
and in the world — currents of trade 
flow to and from New York. 


The Irving-Columbia’s Out-of- 
Town Office is a contribution to the 
promotion of this commerce. This 
Office, in the Woolworth Building, 
New York City, is a banking unit de- 








AMERICA’S TRADE CURRENTS 


Irvinc Banx-Coxtumsia Trust Company 
New York 


voted to facilitating the business in- 
terests of customers outside of New 
York. Its officers, by maintaining close 
personal contact with all parts of the 
country, keep constantly informed on 
business conditions in various sections, 
and thus are able to give to each trans- 
action the understanding so important 
in correspondent banking. 

















foreign exchange situation of many na- 
tions. These were: degree of inflation, 
currency structure, financial structure. 
foreign indebtedness and balance of 
trade. 

Since 1922 Canada’s wholesale price 
level has been proportionately lower 
than that of the United States as com- 
pared with pre-war prices. Canada 
has been deflated to gold parity. Since 
resumption of gold payments will pro- 
duce no change in price levels there 
can be no objection on this grcund to 
making the step. 


The Currency Situation 


So far as Dominion notes are con- 
cerned, at present the total issue 
amounts to $212,000,000. Forty-six 
million dollars is held in the central 
gold reserve. This is about the mimi- 
mum in the last eight years. In the 
last few years amalgamations have re- 
duced bank capital and this has resulted 
in a considerable reduction in free note 
issue. With a return to good times 
there is need for an increasing volume 
of circulation so that we must regard 
this $46,000,000 as the minimum that 
will be held in the central gold reserve. 

The banks held last year an aver- 
age of $139,029,000 in Dominion notes. 
Section 60 of the Bank Act, reads: 

The bank shall hold in Dominion 
notes. not less than 40 per cent. of the 


cash reserves which it has in Canada.” 
These cash reserves have not been 
under $200,000,000 during the last ten 
years and it is not reasonable to sup- 
pose that the banks will ever require 
less than $100,000,000 in Dominion 
notes as reserves and for inter-bank 
payments. 

Thirty million of Dominion notes are 
in denominations of $5 or under and 
are in constant circulation. Twenty- 
eight of these thirty million dollars are 
one and two dollar bills and are ne- 
cessary for small change. No circum- 
stances can be conceived of where any 
proportion of these would be pre- 
sented for redemption. There are, 
therefore, $46,000,000 for central gold 
reserves, $100,000,000 for bank re- 
serves and $30,000,000 for pocket 
money. The total of $176,000,000 is 
the minimum to which Dominion Gov- 
ernment notes could be reduced. This 
leaves only $35,000,000 to be redeemed 
even in the highly improbable event of 
business sinking below the lowest level 
in the last ten years. Actually at the 
present time all the Dominion notes 
outstanding are essential to the normal 
conduct of the country’s business. Re- 
sumption of gold payments would lead 
to no important gold movement. How- 
ever, the Government holds $118,000.- 
000 in gold. If the above conclusions 
are sound, it is obvious that this is more 
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than ample. Under previous conditions 
Dominion notes were issued only against 
deposit of gold but a new factor has 
been introduced since the date that Can- 
ada went off the gold basis, namely the 
Finance Act, under which the Dominion 
Government is empowered to issue notes 
to the chartered banks of Canada in 
the form of loans against satisfactory 
security. It is conceivable that by lend- 
ing excessively under this act, inflation 
might imperil the Government gold re- 
serves. Such hypothesis anticipates 
conditions of much greater strain than 
have been created at any time during 
or since the War. It presupposes an 
extended position on the part of the 
banks, which they are by no means 
likely to take and one requiring im- 
mediate correction by whatever means 
available. While there is no real 
danger of such a condition being cre- 
ated through the operation of the Fi- 
nance Act, nevertheless, since there is 
such a possibility it would seem neces- 


sary that the legislation regarding the 
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resumption of gold payments should 
provide against the possibility of over 
issue of Government notes by stipulat- 
ing that further loans under the [i- 
nance Act should not be permitted in 
the event that the gold reserves fall 
below a certain figure, say 40 per cent. 
For the sake of emphasis, it should be 
repeated that the margin at present 
held would provide against borrowings 
under the Finance Act in excess of the 
maximum that has been borrowed under 
this legislation to date. The restric- 
tive provision would only become oper- 
ative if the financial structure be- 
came extended to a degree that would 
be dangerous and which we have no 
reason from our past experience to 
expect. 


Increased Circulation Expected 


Under the Bank Act the banks are 
authorized to issue notes of the denomi- 
nation of $5 and multiples thereof to 
the amount of their paid-up capital in 
addition, during the period of move- 
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ment of crops the banks may issue 
excess circulation to the amount of 15 
per cent. of their combined capital and 
rest or reserve fund. The banks pay 
interest on the excess at 5 per cent. 
Additional circulation to an unlimited 
extent may be issued by the bank de- 
positing dollar for dollar in gold or 
Dominion notes in the central gold 
reserve. The total circulation is 
$164.000,000. Every day each bank 
returns to the issuing bank, notes re- 
ceived over the counter. Fluctuations 
in the volume of notes outstanding are 
thereby taken care of automatically 
with very little disturbance to the 
banks’ reserves. Bank notes ordinarily 
are not legal tender, and under pre-war 
conditions banks found it necessary to 
hold very little actual gold coin. At 
the present time, however, they hold 
some $70.000,000 as part of their re- 
serves. Since in practice the reserves 
must hear a certain relation to the liabil- 
ities. it is obvious that if the gold held 
by the hanks were released by them it 
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would have to be replaced by some other 
cash reserve; i. e., Dominion notes. Do- 
minion notes can only be obtained by the 
deposit of an equivalent amount in gold 
or by borrowing under the Finance Act, 
which is fully dealt with above. 
With a tendency to improved condi- 
tions, an increase rather than a de- 
crease in the circulation of bank notes 
must be expected. Therefore, the 
present gold holdings of the banks 
themselves are larger than there is any 
practical necessity for them to be. This 
condition has been brought about by 
the fact that during the fall of the last 
two years Canadian exchange has ad- 
vanced to the point where it was profit- 
able to import gold, the Government 
giving license to re-export later should 
the importing banks wish to do so. It 
is this condition which has made Can- 
adian exchange so stable in the last 
two years and a substantial gold move- 
ment has taken place. 

It should also not be overlooked that 
Canadian banks carry a large volume 
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of liquid assets abroad which are im- 
mediately available should Canadian 
business conditions make this course 
necessary. These are (1) Cash bal- 
ances in banks outside of Canada, (2) 
Call and short loans in New York (and 
London) and (3) readily marketable 
securities. 


Reserves are Adequate 


For greater clearness it will now be 
advisable to examine the consolidated 
position of total circulation, and it is 
found that eliminating the duplication 
in the central gold reserve there is 
$315,000,000 of bank and Dominion 
note issue against which the Govern- 
ment and the banks hold actual gold 
amounting to 60 per cent. Great Britain, 
Sweden and Germany, which have re- 
cently resumed gold payments, have 
only about 40 per cent. and the need 
for extraordinary reserve in these 
countries is far greater than in Canada. 
As a matter of fact, there is no country 
in the world that could, if it wished, 
operate safely with less holdings of 
gold than Canada. The reason for this 
is its proximity to the United States. 
The credit resources of that country 
are at its disposal. Its general com- 
mercial conditions are more or less simi- 
lar to those of the United States and, 
therefore, are well understood by 
United States financiers. Its princi- 
pal banks and financial houses have 
branches or intimate connections in 


New York which could be called into 
play at a moment’s notice. Credit 
stringency would tend to lead to bor- 
rowing in the United States, and to 
be more specific in the event of serious 
financial crisis in Canada there is no 
doubt that the Dominion Government 
could arrange a loan in New York to 
meet the exigencies of the situation 
without any delay. 

There are deposits in Canadian 
banks amounting to $2,500,000,000 and 
a note circulation amounting in all to 
$340,000,000. Against this structure 
there are total gold holdings amount- 
ing to $238,000,000 or about 8 per 
cent. Eight per cent. is proportion- 
ately a larger reserve than that held 
by Great Britain and many other im- 
portant countries. The banks are in 
an unusually strong position, holding 
liquid reserves of more than 60 per 
cent., which is the highest in Canadian 
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history. Surely there is no weakness of $200,000,000, although any estimate 
in Canada’s general financial structure of this nature must be made and ac- 
preventing her return to gold payments. cepted with some reserve. 
: , In connection with the question of 
Canada’s International Balance Sheet he resumption of gold payments, the 
Consider, for a moment, Canada’s fear has often been expressed that un- 
international balance sheet. In 1925 favorable developments in Canadian 
exports exceeded imports by $380,719,- foreign trade either in a reduced sur- 
506. As against this there is an in- Plus of exports, or an actual surplus 
visible item amounting to about $300,- of merchandise imports, might drain 


000.000 in the form of interest ®W@Y gold and produce a serious situa- 
tion. It should be noted however, that 


favorable or unfavorable balances of 
of increasing importance to Canada of trade are not accidental, but are dic- 
a favorable nature, consisting of the tated by buying capacity. 

expenditures of tourists. The Van- The unfavorable balance in merchan- 
couver Tourist Bureau estimated that ise trade prior to the war was a re- 
this amounted to $60,000,000 in British SUlt of heavy Canadian borrowing, and 
: the funds thus secured were used for 
for the Dominion the amount can prob- public and private developments. Not 
ably be conservatively estimated at Only did these give rise to a demand 
$120.000.000 annuallv. Taking these for such things as iron and steel prod- 
and other invisible items into considera- ucts and other materials required in 
tion the estimated balance in Canada’s specific developments, but they gave 
favor in 1925 would be in the vicinity employment to labor, part of whose 
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charges on foreign capital and war 
debts. There is another invisible item 


Columbia alone, which seems high; but 
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requirements were for imported goods. 
If business becomes more active in the 
near future imports will increase, but 
the product of more active business 
would be either increased exports or 
the creation of some other increased 
assets which would enable Canada to 
pay for the increased imports. 
Imagine for the moment that a crop 
failure in 1926 or 1927 will substan- 
tially reduce exports—obviously the 
buying power of farmers will be 
equally reduced and their purchases of 
imported goods will be cut down. Such 
a misfortune would also reduce the ac- 
tivity of Canadian industry and thus 
reduce labor's purchasing power. In 
the initial stages of these developments, 
it is quite probable that there would 
be some gold exports but this very 
fact sets forces in motion which would 
soon right the situation. Consumption 
and imports would quickly be reduced 
and the depression period which would 


follow would be marked by easy credit 
rather than by credit strain. The re- 
serves are more than ample to meet the 
strain at the time of crop failures and 
the period which would follow would 
make no demand on the gold reserves. 
If those people are right who declare 
that unfavorable changes in balance of 
trade seriously threaten gold reserves, 
then neither Canada nor any other 
country should ever take the risk of 
maintaining the gold standard, nor 
should any country in the world take 
that risk in the future, because it would 
be economically foolish as well as im- 
possible to attempt to maintain a gold 
reserve sufficiently large to respond to 
the great fluctuations in foreign trade 
that occur from time to time. 


The Movement of Gold 


In any discussion of this kind there 
must inevitably be a tendency to over- 
emphasize the importance of the move- 
ment of gold on exchange. Actually in 
practice so far as Canada is concerned, 
these movements should be of small 
proportions except so far as the sale 
of the production of mines is concerned, 
and the export of such gold by the 
mines will have no greater effect on 
exchange than the export of any other 
commodity. It is obvious that if the 
Canadian mines continue the practice 
they have observed lately of selling 
gold to the Ottawa mint, the accumula- 
tion of gold reserves will, within a short 
time exceed the total note issue, if the 
Government does not permit gold ex- 
port. Presumably the Government will 
not continue the present situation for 
any length of time, since it would mean 
that it would lose all financial benefits 
from the note circulation. The sale of 
Canadian mined gold to the mint is 
principally responsible for the recent 
marked increase in the Dominion Gov- 
ernment gold reserves against circula- 
tion. 

Canada is holding too much rather 
than too little gold. With a world wide 
increase in production and with new 
semi-stabilized price levels, the pro 
portion of gold held as _ reserve by 
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central banks must be in line with 
present practice rather than in line with 
pre-war practice or there will be a 
general increase in gold values, and a 
decrease in prices which will bring on 
another world depression. Once Can- 
ada has resumed gold payments and 
observed the trend of affairs say for 
one year, it would then be advisable 
that new legislation should be sought 
permitting the Government to withdraw 
a certain proportion of its gold reserves, 
using the amount in payment of debts 
abroad. Considering the present fig- 
ures and the general trend as a basis, 
the writer believes the experience of 
one year of free gold movement will 
demonstrate that $50,000,000 might be 
released in this manner. If it were 
possible to use this to reduce borrow- 
ings it would represent an annual inter- 
est saving to the Government of at 
least $2,000,000. 


The Necessary Legislation 


The legislation -which might be 
enacted in connection with resumption 
of gold payments should contain no 
special conditions except the one pre- 
viously mentioned; that the Govern- 
ment would have no power to make 
advances under the Finance Act if the 
gold reserve fell below 40 per cent. 
As previously suggested, after a year’s 
experience, legislation might then be 
enacted to provide for the amount of 
notes which might be uncovered by gold 
or securities deposited under the Fi- 
nance Act. Prior to the war, the amount 
uncovered by specie never exceeded 
$22,000,000. The amount which might 
be held uncovered should, no doubt, 
be reviewed from time to time, but as 
a principle it might be stated that for 
Canada to hold gold in excess of the 
amount necessary to maintain its ex- 
change at gold parity is a waste. Any 
surplus should be made to earn inter- 
est. The United States must lead in 
finance in this hemisphere and will 
probably continue to dominate the 
gold situation for years to come. To 
maint»in this situation and keep her 
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price levels stable it will be necessary 
for her to defray the cost of holding 
surplus supplies and there is no reason 
for Canada to render any assistance in 
this respect in view of that Govern- 
ment’s relative poverty, as compared 
to the amazing prosperity of the United 
States. In January 1926, when speak- 
ing on this subject as applied to Great 
Britain at the annual meeting of the 
stockholders of Midland Bank Ltd., 
the Right Honorable Reginald Mc- 


Kenna said: 


The exchange could be prevented from 
reaching gold import point by the purchase 
of dollars, to be utilized at the Treasury’s 
option either in advance payment of in- 
stalments of the American debt or in the 
accumulation of United States Government 
bonds. This operation would involve little 
or no loss of interest to the British tax- 
payer, and would have the added advantage 
of safeguarding the position of the Bank 
of England. Any proposal to apply sur- 
plus gold to permanent use in this country, 
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such as additional backing to currency 
notes, would be an unnecessary and costly 
proceeding, and should I think be rejected, 
having regard to the heavy burden of ex- 
isting taxation. 


Difficulties Less than Britain’s 


Summing up then, as reflected in the 
exchanges Canada is now on a practical 
gold basis and thus does not have to 
face the difficulties of adjusting inter- 
nal and external price levels that were 
faced by Great Britain. The weight 
of her internal and external debt would 
not be changed by such resumption. 
The general business situation is sound 
and the country is constantly increas- 
ing its strength through increasing and 
diversifying production. Canada is an 
export country needing foreign markets 
and it is also a country needing foreign 
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capital and immigration. Confidence is 
required to restore the flow of inter- 
national commerce. Confidence in Can- 
ada is required if she is to increase 
her immigration and development. 
Canadian banks are in a stronger and 
more liquid position than at any time 
in their history. Under the present 
law, Dominion notes will again become 
redeemable June 30, 1926, and at that 
same time the requirements for licens- 
ing gold shipments abroad will be dis- 
continued unless further legislative 
action is taken. Now is the time to 
consider the provisions of the Finance 
Act and surely there is no more con- 
crete method of gaining world confi- 
dence and expressing Canada’s own 
confidence in the strength of her fi- 
nancial future than by resuming gold 
payments. 


Review of Countries 
By William Hayes 


Great Britain 


RADE in Britain may perhaps best be 

described as “steady” during February. 
Among the industries that are duller than 
usual at this time of year are the iron and 
steel industry, the shipping industry, and the 
coal industry. Automobile manufacturing is 
the most active. Chemicals and the boot and 
shoe business are more active than last year 
and there seems to be a fairly healthy de- 
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mand in the textile trade. Unemployment 
has been falling, but the whole situation 
is still overshadowed by the uncertainty in 
the coal industry. 


Coal Commission for National Ownership 


The coal subsidy expires on April 30, and 
the problem facing the Coal Commission ap- 
pointed to find ways and means of making 
the industry self-supporting was described 




















First established 
private bank in 








Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 


Founded 1848. Telegraphic address: Kreditkassen 


Bankinc Business or Every Paid up capital 
Norway Description TRANSACTED 
New York Agents: 


The National City Bank of New York, National Bank of Commerce in New York 
and Irving Bank-Columbia Trust Company 





and reserve funds 
Kr. 40,000,000. 

















e is 
ter- 
an- 
ase 
ent. 
and 
ime 
ent 
yme 
hat 
ons- 
dis- 
tive 
- to 
nce 
‘on- 
nfi- 
ywn 
 f- 


rold 














in these columns last month. The mine 
owners asked for a lengthening of the work- 
ing day, to reduce costs; while the mine 
workers suggested economy through unifi- 
cation of operation of all the mines. The 
report of the commission was published 
on March 10. Its findings are along the 
lines suggested by the mine workers—na- 
tionalization (the ownership and operation 
of the mines by the Government) is vig- 
orously opposed in the report; but its equi- 
valent is proposed, in the recommendation 
that the Government purchase the mines, 
and lease them out to private enterprise 
for working. Thus it is hoped to bring 
about unification of operation and the econo- 
mies thereof, without the usual inefficiency 
of government operation. As may be seen, 
it is state socialism, thinly veiled. 

The purchase of the mines by the Gov- 
ernment would require an expenditure of 
approximately $500,000,000. This would 
certainly impose a very heavy burden on 
the Treasury, which is already having 
enough troubles with debt payments to the 
United States, maintenance of the gold 
standard, and a possible budget deficit. 
Yet the report of the commission does not 
seem acceptable to either owners or work- 
ers. There is a possibility that the subsidy 
may be continued, though the commission’s 
report came out strongly against this. A 
failure to agree may result in a miners’ 
strike, followed by the general strike which 
is so feared in England. 


Agricultural Credit Proposals 


Agriculture was expanded in almost every 
country during the war, to insure an ade- 
quate supply of food for the armies in 
the field. When the war ended, loaning to 
belligerents was stopped, consequently re- 


ducing their purchasing power, and there 
was a sharp fall in the prices of agricul- 
tural products, from which they have not 
yet recovered. The farmers have always 
felt that the disaster might have been made 
less severe had there been more complete 
credit facilities which would help them to 
hold their products for some time after 
harvesting, and market them in an orderly 
manner. In the United States, an attempt 
was made to provide these credit facilities 
through the establishment of Intermediate 
Credit Banks. 

In Britain, also, various attempts were 
made in 1917 and 1923 to extend the agri- 
cultural credit facilities. Both of these 
seem to have been ineffectual, for the Min- 
istry of Agriculture and Fisheries has re- 
cently completed a further investigation 
of the subject, and published a report on 
it. 

The three chief sources of farm credit 
in Great Britain, says the report, are the 
banks, merchants, and the landlords. It 
is desirable to concentrate the borrowing 
of the farmers with the banks, as far as 
possible, for in borrowing from merchants, 
the cost of the credit is often unknown, 
and in addition, the merchant may ask for 
payment at a time which is inconvenient 
to the farmer. In other words, mercantile 
credit frequently puts the farmer in the 
power of the merchant. The granting of 
bank credit has been retarded by the fact 
that it must be extended in the form of 
unsecured advances, or against a bill of 
sale, the publicity of which latter instru- 
ment destroys its utility as an instrument 
of credit. 

The report, therefore, recommended that 
legislation be enacted enabling a chattel 
mortgage in favor of banks to be place 
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on certain classes of farm produce. Such 
chattel mortgage would have priority over 
all other charges except rent, and taxes. 
The report recommended also that the 
banks should be empowered to take a float- 
ing charge on the liquid assets of a farm 
or of a co-operative marketing society, in 
lieu of a specific charge such as a chattel 
mortgage. These mortgages and floating 
charges would be recorded in a central 
register, to which banks only would have 
access, and from which the public would 
be excluded. 

The authorization was proposed of the 
incorporation of co-operative societies, 
whose function would be to secure credit 
for their members by endorsing their prom- 
issory notes for advances at the banks, the 
security for the endorsement being the whole 
assets of these societies. 


A Central Land Bank 


According to the report “Great Britain 
occupies an almost unique position in hav- 
ing no standard machinery of long term 
agricultural credit based on farm mort- 
gages.” Hence the organization of a sys- 
tem almost the exact duplicate of the Fed- 
eral Farm Loan System of the United 
States is proposed. Finally, said the re- 
port “The value of any credit system de- 
pends not only on the efficiency of the 
lenders, but also on the efficiency of the 
borrowers. The farmer is often an effi- 
cient borrower. He frequently does not 
understand the economic function of credit, 
and is unable to measure the profitable 
use of borrowed capital upon the farm. 
This is a matter of education. It is recom- 
mended that the Ministry of Agriculture, 
through the agricultural colleges should 
undertake educational work on this sub- 
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ject, and in connection with it should seek 
the co-operation of the banks and the Na- 
tional Farmers’ Union.” 

This last is the crux of the whole matter. 
In the United States the Federal Farm 
Loan System has been functioning since 
about 1914, and the Intermediate Credit 
System since about 1923; and still the farm- 
ers are complaining of their plight, and 
asking for further legislation. Credit ma- 
chinery, no matter how skilfully designed, 
will not remedy the inefficient and careless 
methods (particularly of keeping accounts) 
which are so prevalent in farming, nor will 
it reduce the over-production that still ex- 
ists. And these two things, far more than 
lack of credit machinery, are the causes 
of the agricultural depression. 


To Eliminate Landlords in Farming 


Lloyd George has proposed a land owner- 
ship scheme which is to eliminate the land- 
lord, on the ground that the system of 
landlord and tenant is no longer effective 


economically, for “the landlords of the 
country are to an increasing extent less able 
than formerly to supply what is needed for 
permanent improvements.” The former 
ability of the landlord to supply the capital 
for such improvement, he contends, was the 
justification for the policy of leasehold. 
Since this condition has passed, the sys- 
tem of land tenure should be changed. 
What he proposes is that the Government 
purchase the agricultural land and _ insti- 
tute a new “occupying tenure”—a system 
under which the farmer would remain in 
possession subject to good farming and the 
payment of a minimum rent. He could be- 
queath his right to occupy the land to his 
heir, but he could not sell it. The sugges- 
tion for Government ownership is not made 
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the hands of the landlords (for that has 
been going on rapidly—there are twice as 
many occupying owners in Britain now as 
there were five years ago) but chiefly to 
get the land in the hands of someone who 
will have capital enough to make the nec- 
essary improvements. The disadvantage of 
the increase in occupying owners cited 
above is that in most cases the purchase 
of farms has left the purchaser very short 
of working capital. 

The purpose of Lloyd George’s plan seems 
to be to increase the agricultural produc- 
tion of the country, with the idea of mak- 
ing Britain more economically self sufficient. 
Or, if that is not the purpose, it must be 
to increase agricultural production in order 
to improve the economic position of the 
farmers. ‘The fallacy is (and it is strange 
that legislators nowhere will admit this 
fact) that the cause of the present depres- 
sion in agriculture is that it 1s producing 
moie than the world has purchasing power 
to buy at a remunerative price. To further 
increase production would be simply to 
aggravate the present situation, unless 
something happens to increase the purchas- 
ing power of the still prostrated nations 
of Europe. As for stimulating agriculture 
in the British Isles to make them economi- 
cally self sufficient, the cost would be pro- 
hibitive. 


Railway Returns Very Poor 


Three years ago the railroads of Great 
Britain accomplished that consolidation 
which is so much discussed in the United 
States. One hundred and four separate 
companies were consolidated into four sys- 
the London, Midland and Scottish, 
the T.ondon and North-Eastern, the South- 
ern, and the Great Western. It might be 


tems ; 


expected that by 1926 some of the economies 
of consolidation would be evident. On the 
contrary, however, the statements of the 
four companies show that 1925 was the 
worst year yet experienced under the new 
consolidation plan. Gross and net receipts 
were as follows: 


(000 omitted) 





Gross receipts Net receipts 
1924 1925 1924 1925 


Le-M-S  oneeeeereeeceeneeeeeeeee 86,515 84,817 18,626 18,002 
London & N. E......... 65,250 63,547 11,718 10,129 
Southern 26,692 27,115 6,319 6,416 

36,408 35,242 7,453 7,108 


214,865 210,721 44,116 41,655 
It will be seen from this table that the 
only railroad showing an increase in either 
gross or net receipts is the Southern. The 
reason for this is the fact that the Southern 
carries a larger percentage of high grade 
freight than the other roads, earning a 
larger revenue per ton. Then, too, less 
than one-fourth of its traffic is coal carry- 
ing, whereas, in the case of the others, more 
than two-thirds of their business is in 
transporting coal. With the depression in 
the coal and iron industry in England in 
1925, the decline in receipts is not surpris- 
ing, especially since other business was poor 
also. But the decline in receipts is not 
confined to 1925. It has been fairly general 
since the consolidations. Since their forma- 
tion, the four companies have withdrawn 
£12,876,000 from reserves in order to main- 
tain their dividends. It would be interest- 
ing to try to find out by a statistical in- 
vestigation just why the expected economies 
have not resulted; whether because of 
poorly planned groupings, poor business 
conditions, inadequate rates, or because 
duplicate services have not been eliminated. 
Such a survey would be very useful to 
the United States in its proposed consoli- 
dation of railroads. 
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Germany 


INCE the stabilization of the currency 

in Germany, business conditions have 
been more or less uncertain, due partly 
to the sharp decline of prices, partly to 
the after effects of inflation, and partly 
to the high price of credit, mention of 
which was made in these columns last 
month. Depression reached its nadir at 
the end of January, when there were ap- 
proximately 4,500,000 unemployed in Ger- 
many. Business failures touched a high 
of 2029 also in January. An interesting 
fact about the business failures, pointed 
out by the report of the Direction der 
Disconto-Gesellschaft, Berlin, is that in the 
middle of 1925, about 70 per cent. of the 
firms failing were firms founded since 1919, 
while in January 1926 these comprised 40 
per cent. of the failures. The obvious con- 
clusion is that the small inefficient com- 
panies which were formed to do business 
on the constantly rising prices of an infla- 
tion period were unable to weather the 


storms of depression, and are being weeded 
out. 


Business Outlook Better 


But the business outlook is better, and 
it is believed that the worst of the depres- 
gion is past, although prices are still fall- 
ing. Unemployment is increasing little, if 
any, and the easy money situation which 
has prevailed in Germany since January, 
shows signs of tightening, although the 
Reichsbank’s rate on Lombard loans (loans 
against securities) was reduced from 10 
per cent. to 9 per cent. on February 26. 
Some readers will perhaps compare the 
reference above to “the easy money situa- 
tion” to the statement in the March issue 
that “there is in Germany a very real short- 
age of credit and capital.” Yet the ap- 
parent contradiction is easily explained. 
“Money rates” as the term is used in finan- 
cial centers, refers to the price of very 
short term loans, day to day demands, call 
loans on the stock exchange and against 
bankers acceptances. This money is not 
available either for extending credit or for 
investment, but is merely temporarily not 
used, but must be kept where it can be 
repossessed quickly. In Germany, it is 
money which industrial concerns cannot 
use at present, due to the prevailing de- 
pression, but which they want to keep 
very liquid. They cannot put this money 
into investments, nor will they lend it out 
as commercial credit. Hence the shortage 
of credit and capital, and the relative 
abundance of money. It will be remembered 
that a similar situation was evident in the 
United States during the depression in the 
latter months of 1919, when call loans could 
be obtained from 2 to 5 per cent. while 
7 and 8 per cent. was being paid on bonds, 
and 6 to 8 per cent. on six months’ loans. 
The report of the Direction der Disconto- 
Gesellschaft, refers to the drop in orders 
for iron and steel “which is here, as in 
all other branches of industry, to be ex- 
plained by the difficulties of credit and 
the shortage of liquid running capital. 
This explanation at first sounds astonishing, 
when it is remembered that the German 
money market has been for quite a long 
time so easy that the Berlin rates for 
day-to-day money dropped from 61% per 
cent. to 51 per cent., monthly money to 
7% per cent., and private discounts to 
514 per cent. But these rates express very 
imperfectly the actual condition of the 
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market for short term industrial credits.” 
Opposition to Budget 


The budget proposed by Finance Minister 
Reinhold is meeting considerable opposi- 
tion from the Socialists and Communists 
because it does not provide for enough 
public works expenditures to relieve un- 
employment to suit them. They take the 
view that such public works should be 
instituted to relieve the unemployment, or 
additional unemployment doles should be 
provided. This again is an example of the 
short sightedness of politicians. Admittedly, 
unemployment is to be regretted. The 
attempt to cure it by expenditures on pub- 
lie works or doles, however, is like tak- 
ing aspirin for a headache caused by in- 
digestion—it treats the symptom and not 
the cause. The unemployment in Germany 
results from business depression. The busi- 
ness depression is due partly to the declin- 
ing prices, following the stabilization of the 
currency. One of the causes of the de- 
pression is the high taxation. To reduce 
government expenditures, thus encouraging 
business, is the sane and logical way to 
eliminate unemployment. To increase gov- 
ernment expenditures by public works may 
relieve the situation temporarily, but it 
must result eventually in making it worse 
than it was before. 


Credits to be Extended to Russia 


The budget also includes the provision 
of 300,000,000 marks for the encourage- 
ment of trade with Soviet Russia. By this 
plan, when a German manufacturer sells 
goods to the Soviet on three or five years’ 
credit terms, the German Federal govern- 
ment will guarantee 35 per cent. of the 


credit, the state government in which the 
manufacturer is located will guarantee 25 
per cent. of the credit, and the manufac- 
turer will assume the balance of the risk. 
The law provides that when payments are 
made on such credits, the payments must 
first be applied against the amount guar- 
anteed by the Federal and state govern- 
ments. For this reason, it is meeting with 
considerable opposition from the manufac- 
turers, who contend that if the Govern- 
ment is going to share in the risk of ex- 
tending credit to the Soviets, it should con- 
tinue to share until the risk is extinguished; 
i. e., that payments should be applied pro 
rata against the risks assumed by the three 
parties. 

This measure is intended to stimulate 
trade, and, if passed, there is little doubt 
that it will do so. The question is: of what 
value is stimulation of trade if sales are 
made without payment being received? 
Someone must bear the loss on credit un- 
wisely extended, even if the manufacturer 
does not. It may be that this measure 
will encourage manufacturers in their de- 
sire to increase volume of sales to fail to 
scrutinize as carefully as they otherwise 
might, the credit risks which they assume. 


American Trade With Germany 


The Department of Commerce reports 
that exports from the United States to 
Germany during 1925 increased almost $30,- 
000,000, totalling $410,342,707. Imports into 
the United States from Germany increased 
in less amount (about $25,000,000) to $224,- 
253,049. Trade with Germany in 1925 com- 
posed 16.52 per cent. of total American 
trade with Europe, showing but little change 
in this respect from 1924. 
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Of the exports to Germany, cotton 
bulked largest, amounting to $246,315,328, 
an increase of almost 10 per cent. over 
the amount shipped in 1924. Next to cotton, 
but far below it, comes copper, with $32,- 
991,251. Other important exports to Ger- 
many were lead, passenger automobiles, 
sulphur, lubricating oils, and calculating 
and adding machines. 

Banner crops in Germany reduced Ameri- 
ca’s exports to her of wheat and flour. 
Greece, and The Netherlands East Indies 
took some of our business in leaf to- 
bacco, and The Netherlands also cap- 
tured a good part of what was formerly 
American trade in lard. However, much 
of the lard from The Netherlands is really 
of American origin. All in all, from the 
American viewpoint, the figures are fairly 
satisfactory. Of the forty-three articles, 
exports of which exceeded $100,000 in value, 
twenty-eight showed gains, and only fifteen 
showed losses. However, if reparation pay- 
ments must ultimately be made in goods 
(and economists are fairly well agreed that 
they must) the United States cannot ex- 
pect the export balance of trade with 
Germany to continue. Trade with that 
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country may well continue to be of large 
proportions, but the balance must eventually 
be in imports to the United States. 


The German Consolidated Municipal Loan 


Late in February, Harris, Forbes & Co., 
New York, offered $15,000,000 German 
Consolidated Municipal Loan Bonds at 
943, and interest. The issue was well 
received and immediately over-subscribed. 
At the same time, $2,250,000 were offered 
in Holland by Mendelssohn & Co., Neder- 
landsche Handel Maatschappij, Pierson & 
Co., R. Mees and Zoonen, and others. 

In the way in which they make a number 
of organizations liable for the total issue, 
these bonds are similar to the Federal 
Farm Loan bonds. Since the adoption of 
the Dawes Plan, in order to enforce econ- 
omy, the German Federal Government has 
kept careful supervision over municipal 
expenditures and borrowings. Especially 
it has refused to permit small issues of 
bonds, with the duplication each time of 
the financing charges. Instead, a number 
of municipalities has been grouped to- 
gether for this loan, which is expected to 
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be only the forerunner of a number of 
loans of this nature. 

There are, in Germany, fifteen District 
Savings Banks and Clearing Associations, 
composed of the municipal savings banks 
of the cities within the districts and some 
outside the districts. These latter are ad- 
mitted as special members. Since each 
municipal savings bank is owned by its 
municipality, and the municipality is liable 
for all its obligations, in effect, the mem- 
bers of the associations are the municipali- 
ties. 

The fifteen district associations are 
banded together into a central association, 
with a capital of 20,000,000 gold marks, 
owned in equal shares by the district asso- 
ciations. Since the district associations are 
liable for the obligations of the central 
association, and the members of the dis- 
trict associations (3000 municipalities) are 
liable for all the obligations of the district 
associations, this issue of bonds—an obli- 
gation of the central association—is, in 
effect an obligation of 3000 communities, 
including over 90 per cent. of the total 
population of Germany. 

This is further strengthened by the legal 
provision forbidding the association to dis- 
solve while it has obligations outstanding. 
If any district association should find itself 
unable to meet its obligations, these obli- 
gations would be pro rated to the remain- 
ing members of the central association. 

Thus, by co-operative action, the muni- 
cipalities of Germany have been able to 
Save considerable money; first, by elimin- 
ating duplicate financing charges of many 
small issues of bonds; and second, by creat- 
ing by this plan a much stronger security 
than even the best of them could hope to 


offer individually, thereby reducing the rate 
‘of interest. 


France 


| peed in France continues good, in 
spite of the uncertainty over the fiscal 
legislation, although business men are be- 
coming more cautious. Rising prices of 
material, labor, and transportation are 
impinging slightly upon profits. The iron 
and steel industries, especially are main- 
taining a high level of activity. In Janu- 
ary the iron output broke all records, 
reaching 763,000 tons. Steel production 
reached 661,000 tons, which did not quite 
surpass its October 1925 record of 668,000 
tons. The textile and leather industries 
are fairly strong, car loadings and rail 
earnings are improving, and there is no 
appreciable unemployment, or any prospect 
of any in the near future. 


Export Balance in Trade for 1925 


Exports from France for the year 1925 
showed a surplus over imports for the sec- 
ond time since the World War. Exports 
amounted to 45,413,000,000 francs, with im- 
ports of 43,980,000,000 francs, making an 
export balance of 1,433,000,000 francs due 
almost entirely to increased purchases by 
French colonies. However, as was the case 
last year, the trade measured in tons, is an 
import balance. Imports in metric tons 
were 47,425,000, as against exports of 30,- 
226,000 tons. An interesting fact brought 
out by comparison with the 1924 figures 
is that while the amount of imports, in 
tons, was less in 1925 than in 1924, a greater 
amount in money was paid for the smaller 
quantity of imports. 

After the first of the year, the trend 
was reversed and figures for January and 
February show exports of 8,277,000,000 
francs and imports of 9,727,000,000 francs. 
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Both these figures represent a considerable 
increase over the figures for the same 
period in 1924, due probably to the de- 
cline in the exchange value of the franc. 
Of the 43,980,000,000 francs of imports 
into France in 1925, the United States 
supplied 6,382,900,000 francs, topping the 
list with an increase of 631,993,000 francs 
over the preceding year. The amount re- 
ceived by the United States from France, 
however, was 83,868,000 francs less than 
the preceding year, standing at 3,058,132,- 
000. 
England, 
many. 


Belgium, Luxemburg, and Ger- 


More Fireworks on the Tax Bill 


During the month the French legislative 
furnished considerable excitment, 
but accomplished little. The devitalized 
tax bill which passed the Chamber of 
Deputies in February went to the Senate 
where there was considerable discussion 
whether that latter body had the right to 
amend a finance bill, since such bills must 
originate in the Chamber. It was dis- 
covered that the bill, as passed, contained 
a provision for a national lottery which 


bodies 


The bulk of France’s exports go to * 


seemed to have escaped the notice of all 
the deputies. 

As predicted, the Senate restored to M. 
Doumer’s bill the tax on exports, and the 
much disputed tax on payments. Thus, 
the bill was sent back to the Chamber of 
Deputies including again provision for 4,- 
385,000,000 francs more than were voted 
by the Chamber. 

When the debate opened in the lower 
house, the Government asked to have in- 
cluded an increase of 30 per cent. in the 
import duty rates. The Socialists made 
another drive to have a capital levy sub- 
stituted for the Government’s taxation 
measures, but this was defeated. The pro- 
vision making it compulsory to make all 
declarations of income “under oath” was 
restored to the bill. Most of the measures 
restored by the Senate were passed, but 
the Chamber balked at the tax on payments, 
and when M. Briand made it a question 
of confidence, proceeded to defeat him, just 
as he was to leave for Geneva for the 
League of Nations meeting. 

Then the Government suddenly discovered 
that it couldn’t get along without M. Briand, 
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and he was entreated to return. “No,” 
said he, at first, “You broke a platter over 
my head, and now you want me to repair 
it.” But eventually he consented to form 
another ministry, and become Premier for 
the ninth time. In his new Cabinet, Raoul 
Peret replaces M. Doumer as Finance Min- 
ister. M. Peret, being warned by the fate 
of his predecessors, Messieurs Locheur and 
Doumer that he cannot rely on an increase 
of indirect taxation through the tax on pay- 
ments, nor on the capital levy, is leaning 
toward what he terms a “poll” tax, which, 
he says will be graduated from $2 to $100, 
according to the income of the individual. 
This is patently an income tax under an- 
other name. But that does not matter so 
much—speaking from the viewpoint of the 
good of France. What is now needed, and 
what has been needed for some time 
(French politicians to the contrary not- 
withstanding) is not any particular kind of 
taxation, but more taxation, to achieve a 
balanced budget. To twist tne old saying, 
the French legislative bodies need to be 
exhorted to “stand not on the manner 
of taxing, but tax.” 


Bank of France Serves Tradesmen 


The difference of French banking meth- 
ods from those of the United States is 
nowhere better illustrated than in the op- 
erations of the central banks of the two 
countries. The Federal Reserve Banks 
have no dealings with individuals or cor- 
porations, but are banks for banks. On 
the other hand, the Bank of France places 
its facilities at the disposal of the public 
in general. For example, in 1925, the 
bank discounted almost 11,000,000 bills, 75,- 
000 of which were of a face value of from 
five to ten francs. Over 2,600,000 of the 
bills ranged from 10 to 100 francs in de- 
nomination. The smallest bill ever dis- 
counted at the New York Federal Reserve 
Bank was for $2.81, and bills for amounts 
under $100 are comparative rarities. The 
average size runs well into the thousands 
of dollars. 

The use of checks in France is slowly 
but steadily growing, if the returns of the 
Paris Clearing House may be considered 
as indicative. The turnover, which in 1919 
was less than 59,000,000,000 francs, rose to 
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212,000,000,000 francs in 1923, to 368,059,- 
000,000 in 1924, and to 371,656,000,000 in 
1925. The majority of check payments, 
however, go through the Bank of France. 
{These figures show only the trend, not the 
absolute amount of growth in the use of 
the check as an instrument of payment. 


Morgan Loan Used 

In spite of the continuous protests of 
the Bank of France against inflation, it 
has been forced to continue it, M. Robin- 
eau reminded the shareholders in his an- 
nual report. Though the bank’s council has 
not forgotten that its essential task is to 
defend its notes, it has been forced again 
and again to yield to the Government’s de- 
mand for additional advances and more 
notes. 

M. Robineau reported that the French 
Government drew upon the $100,000,000 
Morgan loan at the end of 1925 to the 
amount of 45,000,000 frances or about $1,- 
700,000, for the purpose of making a re- 
payment to the Bank of France. 


Francs at Low Level 


The result of the vacillating policy of the 
politicians of France which has been re- 
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corded above and last month is that in 
spite of good trade and export balances 
and all the other favorable indicia, French 
foreign exchange keeps right on going 
down and at the time this is written 
(March 23) stands at the lowest point since 
1924. Confidence of foreign nations in the 
financial stability of the French franc 
has been shaken by these tactics, and 
nothing will restore it but a realization by 
the politicians that they must abandon 
(temporarily at least) their bickering for 
their party programs, and unite in an at- 
tempt to balance the budget and stabilize 
the franc. At present there is no evidence 
of their intention to do so. 


Belgium 


OR almost a year Belgium had held 

her exchange fairly stable at a value 
of about 41% cents, and plans were well 
under way to make this stabilization per- 
manent, by return to the gold standard, 
with the franc at a par approximating its 
actual exchange value instead of the pre 
war parity. But early in March something 
went wrong with the loan for $150,000,000 
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for which the Government was negotiating, 
and francs took a sharp drop to around 
4 cents, recovering to about 4.22. The 
stabilization which existed for about a year 
was due to Government support relying on 
the $50,000,000 stabilization loan obtained 
last year, but that could no longer be used, 
as it expired in March 1926. 

The prior steps to stabilization have all 
been taken—the foreign debt has been 
funded, currency issues have been held 
steady without increases during 1925, mone- 
tary reserve has been increased about 5 
per cent., substantial increases in taxation 
have been voted by the Belgium Parliament, 
and arrangements have been made for the 
reduction of the internal floating debt by 
an increase in the stock of the National 
Bank of Belgium. It is likely, therefore, 
that the setback suffered recently is only 
a temporary one. 


Poland 


RIOR to the World War there were 

numerous Austrian, Russian and Ger- 
tan banks in Poland, but since the war, 
only the German banks remain. Approxi- 
mately 91/, per cent. of the credit extended 
on current account in Poland is extended 
by branches of foreign banks. The French- 
Polish Bank stands at the head of the list 
Mm amount of such advances. Evidently 
competition among the foreign branches is 
very keen, for their costs for the year 
1925 up to November 1 are reported as 
amounting to 1,987,000 zloty, while in- 
terest and commissions for that period 


yielded the banks only 1,886,000 zloty of 
income. 


Four Periods in Poland’s Recent 
Economic History 

Dr. E. W. Kemmerer, who has recently 
returned from Poland, speaking before the 
Bond Club of New York, at a luncheon, 
said that the last twelve years of Poland’s 
economic history fall into four periods: 

1. The period of destruction from 1914 
to October 1920. 

2. The period of reconstruction from 
October 1920, to late summer 1925. 

3. The economic crisis, from the summer 
of 1925 to December 1925. 

4. The period of depression and read- 
justment, beginning in December 1925 and 
still continuing. 

At the end of the period of destruction, 
he continued, which for Poland lasted up 
to 1920 due to the trouble with Soviet 
Russia, Poland’s economic structure was in 
ruins. Immediately, however, she began to 
rebuild, and during the period of recon- 
struction established a republican form of 
government, built up a good army, recon- 
structed her railway lines, stabilized her 
currency and returned to the gold standard. 
The details of how this stabilization was 
accomplished by balancing the budget and 
the establishment of the Bank of Poland 
were detailed in an article in the August 
1925 issue of Tue Bankers MaGazine. 

The tendency in a country with a de- 
preciating currency js to pile up large stocks 
of goods which constantly increase in value, 
and to get rid of the depreciating money 
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as quickly as possible. The sudden stab- 
ilization, therefore, found the merchants 
in Poland with abnormally large stocks. 
Taxation was heavy, trade with Germany 
was sharply curtailed at just that time, 
and with the decline of prospective profits, 
there was a sharp decline in security values 
and in the exchange value of the zloty. 
The public, remembering the former de- 
preciation of the currency, hurried to con- 
vert bank notes into cash. Budget deficits 
occurred, which were met by government 
issues of paper money, so that in spite of 
declining trade, there was but little con- 
traction in the monetary circulation. Nor 
was the other force for checking a drain 
on the reserves (the discount rate) used. 
Consequently when the reserve declined to 
the legal limit, redemption of notes was 
suspended, and granting of credit was dis- 
continued. 

A new coalition government was formed, 
with Alexander Skrzynski as Premier, and 
Jerzy Edziechowski as Finance Minister, 
issuance of government paper money was 
discontinued, drastic economies were in- 
augurated, and the budget for 1926 is ex- 
pected to balance. The results are ap- 
parent. The reserves of the Bank of Poland 
have risen from 30 per cent. to about 40 
per cent. The zloty has recovered from 
its low figure of 10.5 cents to 14 cents and 
is holding fairly stable at that amount. 

In other words Poland’s failure to main- 
tain the gold standard at first attempt 
was due more to a set of unfortunate cir- 
cumstances than to bad fiscal policy. The 
Polish people and the Polish Government 
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seem to understand that the way to re- 
covery lies in economy, and their attitude 
is very encouraging. Such courage in fiscal 
policy is rare in Europe. 


Japan 


. Japan the unusual spectacle has been 


witnessed of an appreciating exchange 
viewed with great dissatisfaction. The yen, 
par for which is 49.8 cents, has been ad- 
vancing since last October, when it stood at 
about 40 cents, to about 45 cents, in the 
face of an import balance of trade. The 
advance is attributed by the newspapers 
to speculative buying all over the world, 
looking toward the restoration of the gold 
standard by Japan. The Government has 
been instituting economies, but the budget 
for 1926-27 shows a small deficit, indicat- 
ing that the expectations of early return 
to gold are not too well founded. 

Business in Japan has been on the up 
grade for almost six months, although some 
uncertainty has lately been evident on ac- 
count of the delay in settling the new 
tariffs. Increases in the duty on wheat 
and flour have already been provided for. 
It is said that higher tariffs would be more 
welcome than the uncertainty now prevail- 
ing. 

There is also uncertainty over the ex- 
change. Japanese business men feel that 
the present rate, resulting from such a 
sharp advance, is not justified by economic 
conditions. It is created by speculation, 
and cannot, therefore, be permanent. How 
soon the rate will drop back to normal is 
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what they are wondering. This point of 
view is probably fathered by the knowledge 
that the low exchange has been very help- 
ful in making 1925 the greatest year in 
history for Japan’s foreign trade. 


Greece 


T the end of 1925, M. Tantalides, Min- 
A ister of Finance of Greeve, found him- 
self faced with a budget deficit of 300,- 
000,000 drachmas, floating debt to the Na- 
tional Bank of 1,200,000,000 drachmas, out- 
standing Treasury bonds of 1,500,000,000 
drachmas, and fiduciary note issue amount- 
ing to 2,500,000,000 drachmas. 

To provide a part of the 5,500,000,000 
drachmas, the Finance Minister proclaimed 
a forced loan, secured by reducing the 
value of the currency 25 per cent. All 
notes in circulation of denominations larger 
than 25 drachmas were required to be 
cut into two unequal parts, the larger part 
to have a value equal to three-fourths of 
its former value. The smaller part will 
be converted into a twenty year loan bear- 
ing interest at 6 per cent. From time to 
time, there will be annual drawings of the 
bonds of this forced loan, with prizes 
amounting to 10,000,000 drachmas. By this 
method, the Finance Minister hopes to 
raise 1,250,000,000 drachmas, of which 750,- 
000,000 would be used in the liquidation 
of part of the floating debt, and 500,000,- 
000 drachmas would be turned over to the 
National Bank of Greece in payment of 
the indebtedness to that institution. 


Not an Inflationary Measure 


The Finance Minister announced that this 
Was not an inflationary measure, but was 
intended to teach a lesson to the hoarders 


of currency, who had caused a shortage 
of circulating medium. The _ reduction 
would also, he said, relieve the situation 
by reducing the currency. Inflation being 
defined as an increase in purchasing power 
without a corresponding increase of pur- 
chasable goods, this is certainly the reverse 
of inflation. Since currency shortage is 
usually due to inflation, it may be true 
that reducing the value of the notes will 
have some effect in relieving the shortage 
of currency by eliminating the cause of 
such shortage, even while reducing the 
amount of purchasing power. Such a 
forced loan has the same effect as increased 
taxation; it suddenly takes purchasing 
power away from individuals and places it 
in the hands of the Government. It seems 
a little less severe than taxation for it 
promises to return the purchasing power 
at some future date while taxes are never 
returned. It has a very bad effect, however, 
when accomplished in the manner in which 
this was, for it tends to destroy confi- 
dence in the circulating medium, and thus 
while actually deflating, having the same 
social effect as inflation. That is, it en- 
courages people to spend rather than save; 
to get rid of money in exchange for tangible 
goods as soon as possible, lest the money 
lose its value by another forced loan. 


Has Been Used Before 


This is particularly so where the forced 
loan becomes a common measure of gov- 
ernment finance, as seems likely in Greece. 
This is the second time it has been used 
in five years. The previous forced loan was 
dn 1922, to meet the heavy expenditures re- 
quired in the Asia Minor campaign, an ex- 
ternal loan being found impossible. At 
that time the currency notes were cut in 
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two, and one half continued to circulate 
as currency at one half its former value, 
while the other half was converted into a 
long term loan to the state. Already the 
people seem to be somewhat accustomed to 
these forced loans, for the last was met 
with practically no protests 

Since that time some improvement has 
been evident, although it has not been great. 
Full payment has been resumed of the cou- 
pons of the Greek gold loans of 1887, 1889, 
and 1893. This is only the third time these 
coupons have been paid in full, the other 
two payments being in 1920 and 1921. Rev- 
enues on the 1925-1926 budget are not com- 
ing up to estimates, but the Finance Min- 
ister insists that these declines will be met 
by economies, and a deficit will be avoided. 


Funding Negotiations Unsuccessful 


In January Greece sent a delagation to 
Washington to negotiate with the World 
War Foreign Debt Funding Commission, 
but no agreement was arrived at. It seems 
that in 1918 the United States, along with 
Great Britain and France promised credits 
to Greece to provide for war activities. On 
the basis of these promises the Greek 
Government made expenditures and issued 
bank notes, but the credits were never ex- 
tended. The obligation of the United States 
under this agreement is approximately $48, 
000,000. The debt of the Greek Govern- 


ment to the United States is approximately 


$15,000,000. Their contention is that the 
United States should extend to Greece a 
further loan of $33,000,000 (thus fulfilling 
the agreement of 1918) before the $15, 
000,000 now owed is funded. This the 
American commission refused to do, and 
the Greek delegation returned to Athens 
for further instructions. And so the mat- 
ter stands. 


Russia 


HE budget of the Soviet Union for 

1925-1926 balances at 3,620,512,000 ru- 
bles. Only about half of this is provided 
by taxation. Receipts from state proper 
ties, such as the post and telegraph, the 
railroads, industries, banks, etc. are ¢% 
pected to provide 1,925,078,000. During the 
last few years, receipts have been show- 
ing an increase, due in some measure to 
increased receipts from the state enter- 
prises, but more from increased taxation. 


Revenues realized rose from 2,298,100,000 
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rubles in 1923-24 to 2,787,300,000 in 1924-25, 
and estimated receipts for 1925-26 are 3,- 
778,637,000. Direct taxes have been further 
reduced in favor of indirect taxes, in ac- 
cordance with the policy of relieving the 
peasants of their heavy burden. 

The Soviet Government still maintains 
its hostile attitude toward the rest of the 
world in general. Christian Rakovsky, 
Russian Ambassador to France, writing in 
the New York Times recently, evidenced 
this in his remark that “it is a great mistake 
to believe that Russia has any more need 
of foreign capital than foreign industry 
itself has need of raw material and of 
Russian orders.” This is so palpable a 
fallacy that even M. Rakovskvy must have 
realized it. One has only to compare 
conditions in Russia and in any other 
country to judge whether Russia needs the 
rest of the world more than the rest of 
the world needs Russia. 


Inflation Threatened Again 


The Russian peasants who have been re- 
sponsible for most of the late improvement 
in the economic situation of Russia seem to 
have lost confidence in the monetary unit 


again, and have refused to sell their grain 
when they could hold it. Consequently, the 
state receiving 1,000,000 tons less of grain 
than was expected, exports are insufficient 
to cover the extensive purchases of goods 
and machinery made by the Government. 
Imports have been sharply reduced, and 
credits have been curtailed in the effort 
to avoid inflation. 

The Government needs exports, in order 
to pay for imports, and yet the peasants 
seem to be practically the only class in 
Russia who are producing an export sur- 
plus. And they will not sell their products 
for an unstable monetary unit, nor will 
they buy the products of the Russian in- 
dustries at the present high prices. Elimi- 
nating the question of prices, and speak- 
ing economically, the situation seems to be 
that the industrial classes (workers in the 
textile factories, etc.) are demanding such 
high wages and producing so little that it is 
impossible for them to exchange their prod- 
ucts for the things produced by the peas- 
ants on any reasonable basis. But they 
do not understand this, and clamor for 
higher wages. Since the Russian people 
seem to be very willing to follow a strong 
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leader there is hope in the stand taken by 
Premier Rykoff, who plainly tells them that 
“an increase in ready money will not satisfy 
our needs. The only way is to increase 
production. The long lines of people in 
front of the stores will not become shorter 
if we only increase wages without increas- 
ing the quantity of goods.” 


Austria 


HE winter depression in Austrian trade 

has passed, and industrial activity is 
increasing quite noticeably. Though the 
number of unemployed is increasing, the 
increase is at a much reduced rate. - The 
import balance of trade in 1925 was 
$134,000,000 as compared with $208,- 
000,000 in 1924. The metallic reserve of 
the Austrian National Bank has increased 
from 352,100,000 to 513,400,000 schillings, 
with a concurrent rise of note circulation 
from 880,300,000, to 891,300,000, hence the 
reserve ratio has risen from 46.8 per cent. 
to 61.4 per cent. indicating a sound condi- 
tion. In fact, monetary conditions have 
been as stable as could be wished in Austria 


International 


The annual report of the British Linen 
Bank, Edinburgh, for the year ending Jan- 
uary 15, 1926 shows net profits, after pro- 
viding for bad and doubtful debts, interest 
due to customers, and rebate on bills cur- 
rent, of £320,234, which, added to the 
balance brought forward from the previous 
year of £69,269, makes a total of £389,504. 

Of this amount, £158,883 has been ap- 
plied to the payment of two half-vearly 
dividends at the rate of 16 per cent. per 
annum, less income tax. Twenty-five thou- 
sand pounds has been used in reduction 
of bank premises account, £100,000 has 
been transferred to reserve fund, and £50,- 
000 to pension reserve fund, which leaves 
£55,620 to be carried forward to profit and 
loss. Undivided profits will then amount to 
£1,855,620. 

© 

The sixteenth annual report of the 
Eastern Bank, Limited, London, shows net 
profits for the year ending December 31, 
195, after providing for contingencies, of 
£122,502, added to which the balance 
brought forward from last account, £35,- 
400, brings the total to £157,902. Of this 
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since the creation of the schilling in Septem- 
ber 1922. The gold standard has been main- 
tained with only the normal fluctuations of 
exchange between the gold points. 


Ireland 


HE banking system of Ireland is built 

on that of England, and the issue of 
currency authorized under the Peel Act 
of 1844 is limited to £5,500,000 without 
security. Additional notes may be issued 
only against gold, leaving as little elasticity 
in the currency as in England. Another 
fault with existing conditions is that the 
Irish banks draw their funds from the 
savings of the Irish farmers, but make 
their investments in England. The Irish 
Free State would like to revise the law 
to bring the system up to date, and ac- 
‘cordingly has invited H. Parker Willis, 


editor of the New York Journal of Com- 
merce to become chairman of a governmen- 
tal committee of inquiry into Irish bank- 
ing conditions, which will make a scientific 
survey of the problems. 


/ 


Banking Notes 


amount, £40,000 was distributed in October 
1925, as an interim dividend at the rate of 
4s. per share. The directors have recom- 
mended a final dividend of 5s. per share, 
which, less income tax will amount to £48,- 
000. Twenty thousand pounds is to be 
added to the reserve fund, and £10,000 
is to be applied to the writing off of prem- 
ises account, leaving a balance of £37,902 
to be carried forward to next account. 


© 


The annual report of the Internationale 
Bank Te Amsterdam, Amsterdam, for the 
year ending December 31, 1925 (the second 
year of its operation) shows net profits, 
after deduction of expenses and deprecia- 
tion, of 1,940,809 florins, to which has been 
added the balance brought forward from 
last year, 57,861 florins, making a total of 
1,998,670 florins. This amount has been 
disposed of as follows: 


Florins 
900,000 
$40,000 

76,000 


To reserve . 

To dividend of 6 per cent. per annum 

To dividend taxes 

To remunerations 
statutes 

Balance carried forward to next account 4%, 

Balance carried forward to next account (/5 


under article 25 
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The fifty-ninth semi-annual report of the 
Dai-Ichi Ginko, Limited, Tokyo, Japan, for 
the half-year ending December 31, 1925, 
shows gross profits for the period of yen 
16,972,502, and net profits (after deducting 
general expenditure of yen 11,857,571) 
amounting to 5,114,931. To this amount has 
heen added the, balance of profit brought 
forward from last account, yen 1,383,630, 
making a total of yen 6,498,561. 

The directors have recommended that 
this amount be disposed of as follows: 

Yen 


To bonus for directors, auditors, and 


chief officers 255,740 


To pension fund for officers and staffs 102,290 
To be added to reserve fund 1,500,000 
To dividends at the rate of 13 r 

cent. per annum 3,250,000 
Carried forward to next account ............ 1,390,531 


© 


The Banque Populaire Suisse, Berne, 
Switzerland, a co-operative society founded 
in 1869, reports net profits for the year 
1925 after setting up suitable reserves, of 
6,300,000 franes, allowing the payment of 
a dividend at the rate of 6 per cent. The 
hank now has fifty-three branches throug!:- 
out Switzerland. 








© 


The report of the Bank of Finland, 
Helsingfors, for the year ending December 
31, 1925 (its 114th financial year) shows 
net profits, after payments of all expenses 
and making provision for bad and doubt- 
ful debts, of Fmk. 82,673,890. 

As of December 31, 1925, the stock of 
gold and bullion of the bank amounted to 
Fmk. 331,634,372, while notes in circula- 
tion totaled Fmk. 1,309,306,039. Combined 
capital and reserve fund of the bank stands 
at Fmk. 550,682,634. 

© 

The report of the Imperial Bank of India, 
Caleutta, for the half-year ended December 
31, 1925, shows net profits of rs. 38,25,044, 
to which was added rs. 21,97,874 brought 
forward from previous account, making a 
total of rs. 60,22,919. This amount has been 
disposed of as follows: 

To dividend to shareholders at the rate 6 

of 16 per cent. per annum .................-.- 45,00,000 
To amount transferred to reserve fund 5,00,000 
Varried forward to next account 10,22,919 

The Imperial Bank was chartered in 
1920 for the purpose of taking over the 
business of the Bank of Bengal, the Bank 
of Bombay, and the Bank of Madras, and 
at that time agreed with the Government 
to open 100 branches within five years. 
This contract has been completed, with the 


opening of fifteen new branches between 
June 30 and December 31, 1925. 


© 
The statement of the Compania Swift 
Internacional, Buenos Aires, Argentina, for 
the year ending December 31, 1925 shows 
a loss of $693,800. However, dividends at 
the rate of 6 per cent. per annum were 
paid during the year out of accumulated 
surplus. After these deductions, deduc- 
tions for directors’ and auditors’ fees, and 
the necessary reserves, surplus stood at 
$12,370,005. The company has total assets 
of $44,226,116. 
© 
Sir John Ferguson, K. B. E., has re- 
signed as a joint general manager of Lloyds 
Bank Limited, London, to become deputy 
chairman of Liptons Limited, London. 


© 
The Aktiebolaget Nordiska Handels- 
banken, Géteborg, has been succeded by the 
Aktiebolaget Géteborgs Handelsbank, or- 
ganized on October 1, 1925, with capital 
of Kr. 30,000,000 (20,000,000 in share capi- 
tal and 10,000,000 in so-called registered 
certificates) to take over the business of 
the Aktiebolaget Nordiska Handelsbanken. 
The new institution, according to its De- 
cember 31, 1925 report has_ sixty-nine 
branches, in addition to the head office at 
Goteborg. 
© 
Hambros Bank has moved from its old 
quarters at 70 Old Broadstreet, London, 
to a new building at 41 Bishopsgate. The 
old quarters had been occupied for the past 
eighty-seven years. The Hambros Bank 
dates back very early in the Nineteenth 
Century. It was originally established in 
Copenhagen by Joseph Hambro, who was 
court banker to the Kingdoms of Denmark, 
Norway, and Sweden. About forty years 
later Charles Joachim Hambro established 
a branch of the business in London. The 
bank has always held foremost place in the 
financing of Scandinavia, and is one of the 
few merchant banks which have stood the 
test of a century of varying business and 
financial stresses. 
© 
Roumania has funded her war debt to 
Great Britain, but the terms have been with- 
held because, it is said, they were so favor- 
able that the British Government did not 
wish them to serve as a possible precedent 
for settlements with other nations. 
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CRITTALL 
Steel Casements 


JState & City Bank and Trust Company, Richmond, Va. 
Clinton ® Russell, Architects 


The use of large windows with extensive glass 
area for banking structures is made practical 
and effective by Crittall Steel Casements. 
Possessing the required strength and rigidity 
for this purpose, Crittall Casements afford ex- 
ceptional advantages in weather-tightness and 
ease of ventilation. Attractive in appearance, 
they may be simply draped, or special shades 
may be used for control of light where desired. 


All Crittall Casements and Windows are 
made of Crittalloy—the Copper-Bearing Steel 


CRITTALL CASEMENT WINDOW COMPANY, Manufacturers 
10965 HEARN AVENUE, DETROIT, MICHIGAN 


Our engineers will gladly co-operate with architects in 
the solution of unusual window problems 








Some Bank Credit Problems 





Tue Banxers Macazine has secured the services of a capable credit man 
ries of readers on current 
Questions of general interest to credit men and bankers will be answered and only 
the initials of the persons asking the question will be used. 
not one of particular interest to bank credit men as a whole or is one which has been 
answered before, a reply will be made by mail. 

In order that all questions may be answered intelligently, it is requested that 
they be direct and to the point, but that sufficient necessary detail ve included to 
enable the editor to draw the proper conclusion. Inquiries should be addressed to 
the Editor, Bank Credit Problems, THz Banxers Macazine, 71-738 Murray Street, 


to answer the 


New York.—Enprror. 


problems of the credit manager. 
In case the question is 








Statement Analysis 





N this month’s article, the Credit 
Editor concludes the subject of state- 
ment analysis in his series on credit 
and credit department methods. The 
previous articles in the series which 
began last April, have been of an intro- 
ductory nature, 











of asset items was discussed. The 

analysis of the assets after all is the 
analysis of the balance sheet. The liabili- 
ties are unquestionably liabilities, and this 
may be assumed as a matter of fact, while, 
in the case of assets, it is a problem of 
“when is an asset not an asset?” Assets 
are, therefore, analyzed closely to deter- 
mine their goodness and their liquidity. In 
the case of liabilities, the credit man is 
generally satisfied that the amount stated 
represents actual bona fide debts. Again, 
he is inclined to accept practically all as 
current debts except mortgage or funded 
indebtedness, or debts the maturity of which 
is unquestionably beyond one year from 
statement date. He takes some interest in 
to whom the indebtedness is owed, but 
only to find the amount due to someone 
from which he can obtain a subordination 
to the company’s other indebtedness, for to 
him debts are debts. He is vitally inter- 
ested in whether all liabilities are shown, 
and not, as in the case of assets, whether 
too much is shown. 

In the issue of August 1925, liability items 
were discussed, and points which should be 
covered by the auditors and questions which 
the analyst or credit man might raise with 
tegard to liability items were indicated. 
When 2 concern gets into difficulty its 


|: the previous two issues, the analysis 


assets decrease and its liabilities increase. 
While, of course the credit man extends 
credit with the feeling that the concern 
is and will continue as a going company, 
nevertheless, he cannot lay aside the fact 
that from many points the analysis of the 
balance sheet must be made with the fore- 
going idea in mind; i. e., in the event of 
difficulty the assets decrease and liabilities 
increase. From this, and what has been 
said in the February and March issues, 
conflicting ideas may be gained from just 
what angle the credit man really views the 
balance sheet and classifies the items. Per- 
haps the situation can be summed up some- 
what as follows: 

1. Classify only those items as current 
assets, which are current in the usual course 
of business. 

2. Classify only those items as current 
which will probably be turned into cash 
within the coming year. 

3. Do not classify any assets as current 
which might be quick assets to a liquidat- 
ing concern. 

4. Classify all items as current liabilities 
which have a maturity within one year 
from statement date. 

5. Classify any liabilities as current that 
have a maturity longer than one year if 
the company expects to make payment on 
account within the year. 

Therefore, it is evident that the analyst 
is. essentially interested in discovering 
whether the liabilities shown represent the 
full debts of the company. It is this point 
in connection with which he raises questions 
and this feature he sets about to investi- 
gate. In analyzing a balance sheet this is 
the essential fact to determine with regard 
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to liabilities. While much is to be done 
with regard to analyzing and picking apart 
asset items this is not so generally true 
of liabilities. The general liability items 
will be renewed briefly for the purpose of 
raising some points in connection therewith. 
They were discussed more fully in the 
August 1925 issue. 


Notes Payable 


With regard to notes payable for bor- 
rowed money, the question, “to whom,” is 
a very usual one. Generally the amount is 
due banks. In special cases it may be of 
value to see the amount due each bank in 
order to see what lines the company has 
open. Perhaps a portion is in the open 
market as commercial paper sold. Notes 
to banks are customary, and the credit man 
is little concerned about the maturities; 
being more concerned as to the lines of 
accommodation which the company has, and 
whether they are properly handled. Per- 
haps some of the notes are to friends or 
relatives, officers and directors. Such in- 
debtedness is not generally considered as 
particularly attractive. A portion may be 
secured. Also, the question can be raised 
as to whether any of the notes payable 
are on a demand basis, and the reason 
therefor. 

If there are notes payable for merchan- 
dise, consider whether it is customary to 
give notes in this line of business. If not, 
why are they given? Are they given for 
past due accounts? 

Other notes payable should specify to 
whom and for what they are owed? Also, 
other accounts payable should reveal like 
information. If they are owed to officers 
and directors, can a subordination be ob- 
tained? What is the possibility of capi- 
talizing the item? Does the company’s 
statement show need for this? It may be 
money deposited by friends and relatives; 
simply left with business on an_ interest 
basis. The company may not be in any 
particularly urgent need of the funds. 


Other Liability Items 


Are any of the accounts payable for 
merchandise past due? If the business is 
a seasonal one, have merchandise purchases 
for a future season, and accounts payable 
therefor been omitted from merchandise 
and accounts payable respectively? 

Has provision been made for Federal 
taxes? If the amount is substantial, it is 
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perhaps well to consider that the Federal 
tax is a preferred liability, and in the event 
of trouble, comes ahead of other liabilities, 

When is the mortgage or funded debt 
due? What portion is due within the com- 
ing year? This should be carried as cur- 
rent. Against what assets does this liability 
constitute a lien? Secure a copy of the 
indenture and review carefully as to assets 
pledged and position company covenants to 
maintain in respect to relation of current 
assets to current liabilities. 

Are there any sinking fund requirements 
for the preferred stock issue? Are there 
any definite stipulations as to the asset 
position to be maintained? 

What contingent liability is there on re- 
ceivables discounted? What as guarantor 
or endorser? Has the company any for- 
ward commitments for merchandise? Are 
there any special contingent liabilities, such 
as the following? “As it is deemed ad- 
visable to make certain additions, better- 
ments and improvements to the building, 
the company agrees to purchase $50,000 pre- 
ferred stock of the building company and 
$50,000 of its common stock.” or “under 
the terms of the lease, the company agrees 
to do a certain amount of building by a 
certain definite time.” Sometimes land will 
be leased for a long period of years, and 
under this lease, the lessee is to erect cer- 
tain buildings. Upon default of the lease, 
all buildings, etc., revert to the lessor. Con- 
tracts to build under such leases might 
prove quite a drain on working capital, and 
if the company is unsuccessful, a very im- 
portant portion of its assets (in the form 
of buildings) will not revert to the benefit 
of the creditors. Has the company letters 
of credit outstanding? There are many 
important matters of this kind which can 
affect a company very seriously. 

Leases are becoming more important as 
chain store operations continue to grow. 
Several companies have been affected very 
adversely by unfavorable leasholds. Good 
locations are essential to profitable opera- 
tion, particularly in the retail line, and one 
or more unfavorable leases may prove very 
costly. 

In this issue and the two previous issues, 
the general analysis of the balance sheet 
has been reviewed. In the January 1926 
issue, a questionnaire in connection with the 
analysis of statements was mentioned such 
questionnaire to be prepared in connection 
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with preceding comments, and one or two 
cases will now be taken up as examples. 

The following shows the December 31, 
1925 balance sheet of Brown, Jones & Co., 
contrasted with that of December 31, 1924, 
in much the same way as if statement would 
be put up on a comparison form: 


7. Plant and equipment—$156,000. This 
is mentioned net. Is it the net of depre- 
ciation or net of mortgage, or both? 

8. Insurance—Is merchandise and plant 
fully covered? 

9. Contingent liability—Have they any? 

10. Maximum and minimum indebtedness. 

Comment: Surplus shows an increase of 


12/31/24 12/81/25 


ASSETS 





Cash _.... 
Notes receivable 


48,000 
20,000 


$ 92,000 
21,000 





Accounts receivable ......... 
Merchandise  ....... 


350,000 455,000 


500,000 





Other receivables 


1,068,000 
18,000 


788,000 
16,000 





Real estate and — > - Nie AES 


Equipment (net) . 
MiscellaM@OUS — ecececccrcmernvneeenem 


140,000 
18,000 


138,000 
18,000 
3,000 





1,245,000 


955,000 


LIABILITIES 


Notes payable ....... 
Accounts payable 
Other payables . 


Capital stock 
Surplus . 


Current assets ... 

Current liabilities . 

_ eee 
Net current assets = 
Sales... 


In connection with the foregoing balance 
sheet which is being analyzed, that of De- 
cember 31, 1925, the following gives a list 
of questions, and a paragraph of comment, 
which would perhaps be made by the an- 
ilyst in connection with the balance sheet. 


Statement memorandum Re: Brown, 
Jones & Company, December 81, 1924 state- 
ment. 

1. Not audited. 

2. Profit and loss statement not supplied. 

3. Accounts receivable—$455,000. Are 
these all from customers for merchandise 
sold? Has adequate provision been made 
for had debts? These show increase for 
the year of $105,000, whereas volume only 
increased $100,000. 

4. Merchandise—$500,000. How valued? 
Why the substantial increase during the 
year? Have they any slow moving or 
‘arry-over merchandise? 

5. Notes payable—$450,871.05. Why an 
odd amouni # 


_ 6. Federal taxes—Has proper provision 
seen mad 


200,000 
40,000 
30,000 


450,000 
50,000 
40,000 

540,000 
500,000 
205,000 


270,000 
500,000 
185,000 
955,000 1,245,000 
778,000 1,068,000 
270,000 540,000 
2.88 1.98 
408,000 528,000 
1,220,000 1,320,000 


$20,000 for the year, and the full amount 
is reflected in net working capital, aggre- 
gate fixed assets remaining unchanged. 
However, in view of the substantial in- 
crease in current debt to take care of simi- 
lar current asset increase, the ratio shows 
decline from 2.88 to 1.98 in spite of the 
working capital addition. Sales for the year 
have increased $100,000 over the previous 
year, whereas receivables outstanding at 
the close of the year were $106,000 higher, 
and inventory is up $140,000. This inven- 
tory increase of $140,000, plus receivable in- 
crease $106,000, plus cash increase $44,000, 
(total $290,000) is equivalent to the current 
debt increase of $270,000, plus working capi- 
tal increase of $20,000. From the size of 
the inventory in proportion to the volume, 
it would appear that they have been caught 
with a substantia) amount of merchandise 
which did not move as quickly as antici- 
pated, which they are possibly forced to 
carry over, and in connection with which 
they may have to take a substantial loss. 
This makes data as to basis of inventory 
valuation of particular interest. It would 
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also be well to have a classification as to 
departments and sales for each department. 
It would appear that receivables represent 
large sales near the close of the year to 
reduce inventory and it seems odd, in view 
of the apparent changes, that they have 
been able to make a profit. This should be 
gone over very carefully with the princi- 
pals and full data obtained, as close an- 
alysis of the company’s position from the 
information at hand is impractical. 

The following are the December 31, 1925 
balance sheet and profit and loss statement 
for Peter Smith and John Smith, Inc., for 
the fiscal year ended that date, compared 
with the 1924 figures: 


We have audited the books and records 
of John Smith and Peter Smith, Inc., and 
the above statements show their financial 
position as at December 31, 1925, and give 
a synopsis of operations for the year. 

We verified cash by direct correspondence 
with the banks. Letters were sent to all 
customers and replies received from about 
75 per cent., and the amounts stated by 
them as owing to the company were in ac- 
cordance with the records shown by the 
books. The receivables were all reviewed 
with the credit manager, and provision has 
been made for all those believed doubtful. 
Ve had no part in taking the inventory, 
but it was certified to us by the manage- 


12/31/24 


ASSETS 


Cash - hice 
Notes receivable . 


Accounts receivable (less reserve for disc. and bad debts) 


Merchandise (cost or market) .............. 


Other receivables . mreneee 
Real estate and buildings (net) 
Machinery and fixtures (net) . 
Miscellaneous . 

Good will 


Notes payable, banks 
Accounts payable 
Federal taxes 


Capital stock . 
Surplus 


Current assets 


LIABILITIES 


6 23,000 S 28,000 
2,000 3,000 
225,000 245 0) 
240,000 220,000 
£90,000 £96,000 
68,000 76,000 
169,000 174,000 
60,000 64,000 
8,000 7,000 
100,000 100,000 


895,000 


917,000 
250,000 150,000 
40,000 $2,000 

-()- 2,000 
290,000 
400,000 
205,000 
895,000 

weve 490,000 £96,000 
290,000 194,000 


194,000) 
500,000 
223,000) 


917,000 





Current liabilities . 
Ratio 


1.70 2.55 





Net 


Sales isdlidadciiaasitoscessic 

Costs of goods sold: 
Merchandise 
Purchases 


Close of inventory ... 


Gross profit 
I.xpenses: 
General 
Selling 
Administrative 


Loss 
Adjustments 
Federal tax 
Stock discount 

Lass 


200,000 302,000 


Profit and Loss Statement 


1,081,000 223,000 
240,000 
900,000 

1,140,000 
220,000 


260,000 
900,000 
1,160,000 
240,000 


920,000 920,000 


161,000 303,000 
103,000 
52,000 
80,000 


101,000 
28,000 
80,000 209,000 


235,000 
Profit 68,000 
38,000 
2,000 
-0)- 10,000 50,000 
48,000 Profit 18,000 


48,000 
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/31 /25 


28,000 
3,000 
245 00 
220,000 


$96,000) 
76,000 
174,000 
64,000 
7,000 
100,000 


917,000 


150,000 
$2,000 
2,000 


194,000) 
500,000 
223,000) 


917,000 
$96,000 
194,000 
2.55 
302,000 


1,228,000 


920,000 


303,000 


235,000 


68,000 


50,000 
18,000 





Boston 


Investment Securities 





Kidder, Peabody & Co. 


Founded in 1865 
Providence 


Government Bonds 


Letters of Credit 


We issue confirmed Circular and Commercial Letters of Credit in £ on 


BARING BROTHERS & CO., Ltd. 
LONDON 


and their correspondents throughout the world; also Letters of Credit in $ on 


THE KIDDER PEABODY ACCEPTANCE CORPORATION 
BOSTON or NEW YORK 


New York 


Foreign Exchange 





ment that it was taken at cost or market, 
whichever was lower. 

We checked the bills payable and accounts 
payable direct with the people to whom 
they were owing, and so far as we were 
able to ascertain, provision has been made 
for all liabilities. 

The company sold $100,000 capital stock 
during the year, the entrre proceeds of 
which have been received.—Avpirors. 

The following memorandum _ indicates 
questions of reasonable importance which 
might be raised in conjunction with the 
foregoing December 31, 1925 balance sheet 
and profit and loss statement. Also, there 
is a paragraph of comment in connection 
with the showing. 

Statement memorandum Re: Peter Smith 
and John Smith, Inc., December 31, 1925. 
Audited statement. 

1. Accounts receivable—$245,000. These 
are stated as less reserve for discounts and 
bad debts. What was the amount of such 
reserves ? 

2. Other receivables—$76,000. 
are these due? | 
3. Plant and equipment—$238,000. We 
are advised that this is net. Does this 
mean net of depreciation or net of mort- 
sages, or both? 


To whom 





4. Insurance—Is sufficient insurance car- 
ried to protect plant and merchandise? 

5. Contingent liabilities—Has the company 
any? 

Comment: This statement reflects a 
splendid improvement over that of a year 
previous. Capital stock shows increase of 
$100,000, due to sale of new stock, while 
surplus shows an increase of $18,000, which 
represents net earnings for the year. This 
makes total new money in the business of 
$118,000, and of this, working capital re- 
ceived $102,000, and the balance of $16,- 
000 is scattered over slow assets. It will 
be noted that the stock was evidently sold 
at 90 per cent. of its face value, but the 
full discount of 10 per cent. was charged 
off, no amount being carried in the assets, 
in connection with it. This new money 
to working capital ($102,000) was used; 
$6000 to increase current assets, and $96,- 
000 to reduce current debt. This large debt 
reduction brings about a splendid improve- 
ment in ratio, from 1.70 to 2.55. Volume 
was increased $142,000, and in spite of this, 
they were able to close the year with $20,- 
000 less inventory on hand. Also, in view 
of the volume increase, it will be noted 
that receivables increased only $21,000. 
They made a much larger gross profit dur- 
ing the year, expenses only increased a 


HRS 
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moderate amount, bringing about a substan- 
tial operating profit of $68,000. There were 
evidently certain adjustments to make in 
connection with inventory, etc., and if full 
adjustment is now made and their assets 
are down to a proper figure, in view of 
generally better conditions, it is reasonable 
to expect that they should show an attrac- 
tive profit for the coming year. 





Questions and answers on bank 
credit problems follow as usual and 
will continue each month. 











QUESTION: As one of your subscrib- 
ers, I am taking the liberty of addressing 
you for information of just how the ex- 
ecutive loan committee functions in a mod- 
ern efficient bank. I am on such a com- 
mittee in a local bank and it seems we beat 
the air to some extent, and I have been 
wondering whether we are working along 
lines which are approved as efficient and 
modern. Our committee is composed of 
the president, the cashier and three direc- 
tors. We meet Mondays, Wednesdays, and 
Fridays from 9 to about 11 a. m. The 
cashier reads off in order each note due 
today, tomorrow, those discounted yester- 
day, and those discounted the day before. 
(In busy seasons we meet daily and then 
are read only notes due today and those 
discounted yesterday.) After the notes are 
read, the cashier brings up any such appli- 
cations as he and the president felt should 
come before the committee before being 
acted upon. The president and cashier have 
practically full authority to grant any loans 
without the formality of the committee’s 
approval. . 

This reading of each individual note con- 
sumes a lot of time; the maker and endorser 
are frequently unknown to the committee, 
except the president and the cashier, and 
I am wondering if ours is the usual method 
of handling this work, or if there is a better 
method. If so, what? 

We, of course, also discuss bank policies 
at these meetings. 

Will appreciate any information you can 
give us—A. B. H. 


ANSWER: The method in which your 
executive loan committee functions, as out- 
lined above, is in line witn the procedure 
adopted by other committees in muderate 
sized banks. The practice of the president, 


cashier and three of the directors meeting 
three days a week, and reading off all notes 
due the day of the meeting and the follow- 
ing day, as well as all notes discounted the 
two previous days, is a rather boresome 
task and usually does not result in any 
particular profit. As you state, a number 
of the names, particularly those of endors- 
ers, are unknown to the members of the 
committee, aside from the president and 
the cashier. It seems that in this method 
of operation a great deal of work is per- 
formed which is unnecessary. As the com- 
mittee functions, it indicates that sufficient 
confidence is not reposed in the officers 
immediately in charge of the bank. Of 
course, the credit editor is not familiar with 
the by-laws of your particular institution, 
but it would seem from the standpoint of 
efficiency that the officers—perhaps, in your 
case, the president and the cashier—should 
be given authority to individually or col- 
lectively, loan up to a certain definite 
amount without referring the matter to 
the committee. Once a bank has granted 
authority to the officers and given them the 
responsibility of making such loans up to 
a certain amount, it is useless to spend 
hours reviewing them. The amount that the 
officers should individually or collectively be 
authorized to loan is a matter for each in- 
stitution to decide. 

The functions of the executive loan com- 
mittee should be more to arrange definite 
lines of credit than to be continually ap- 
proving loans to the same people. = 
president and cashier should assemble ‘ 
the data and submit it to ete 
loan committee at one of its meetings. The 
executive loan committee should in ng 
pass upon this information and a 
certain line of credit for the custom “ 
which the officers of the bank should he 
allowed to extend. It might be mere 
to adopt some sort of line approval tic : 
which would state the name of the —_— 
address, line of business, and line of cre - 
and have this ticket initialed by the oe 
bers of the loan committee. These aa 
should be approved for a — te - 
such as one year, or might exten Aigo 
indefinite time to be revoked only pi 
receipt of unfavorable na spree ie 
ranting such action. If time will n dees 
mit the matter to be held over for the . 
ecutive loan committee meeting on a © 
of extending credit more than the officers 
are allowed jointly to extend, the officers 
can, no doubt, get in touch with the varl- 
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spend In a certain large bank, the method of The —— sort of scheme could be put 
hat the operation is somewhat as follows. The ex- ito effect in your institution, only on a 
wely be ecutive loan committee is composed of cer- much smaller scale. The loan committee, it 
aii ~~ tain officers of the bank—certain assistant W°Uld seem, should not meet more than once 
cashiers, certain vice-presidents, and the * week, at which time all amounts of credit 
n com- president. An assistant cashier has the Coming under its jurisdiction should be re- 
definite authority to check up to a certain amount, ferred to it for approval, and the officers 
lly ap- a vice-president has the authority to check 0f the bank should have sufficient data to 
. The up to a certain amount. The scale ratio present to the meeting, together with the 
ible all might be somewhat as follows: knowledge of the individual members to 
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ae | Unsecured Advances 
e mem- HE London Bankers Magazine, for February 1926, contains an account of an 
se lines incident, which it says is not without foundation in fact, which may be useful to 
period, bankers when dealing with the type of customers who so readily take offense at the mere 
for an mention of the word “security:” Mr. B., a customer who maintained a deposit balance 
y upon running into four figures, had occasion to require a substantial loan. Approaching the 
eee manager with his requirements, he produced a list of the securities available as collateral 
n, war 4 P . 
ny : for the loan. The list, however, was waved aside, and the manager assured the customer 
ot per that he was welcome to the loan without security at any time. Much to the manager’s 


the €x- perplexity, the announcement was not received with the enthusiasm usually associated 
a case with such occasions. In course of time the loan was repaid, but almost simultaneously a 
officers request reached the banker to transfer the account to another bank. “I thank you for 
fficers allowin me a loan without security,” wrote Mr. B., “but after careful consideration, I do 
— not fee! justified in leaving my money on deposit with a bank which does not insist upon 
he vari security when lending its depositors’ money to other customers.” 
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ORIGINAL CHARTER 1828 


A Leading New England Bank 


We endeavor constantly to imbue further our every 
transaction with the traditional cordiality which has 
existed so strongly between this bank and its corre- 
spondents and clients for nearly a century. 


Corporations, executives, and individuals must have a 
dependable banking connection for their domestic and 
foreign business. The Atlantic National Bank of 
Boston goes one step further and incorporates into 
the whole the true spirit of banking service. 


Total Resources Over $125,000,000 


THE 


ATLANTIC NATIONAL BANK 


OF BOSTON 
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"Getting $1,120,48 


APRIL 1926 


In New Sesskaees At 


A Cost Of $3087 


New Business Contest Brings Chicago Bank 3439 
New Accounts In Ninety Days 


By MAHLON D. MILLER 
Manager New Business Department Lake Shore Trust and Savings 


Bank, Chicago, Ill. 


FRIENDLY competition 

in the Lake Shore Trust 
and Savings Bank family to in- 
crease its business recently pro- 
vided a splendid opportunity 
for each employe, regardless of 
position, to show what could 
be accomplished in making 
new friends and obtaining new 
the bank. The 
bank’s original quota was $500,- 
000 to be brought in in ninety 
(ays, but when this mark was 
passed within thirty days, the 
goal was increased ‘to $1,000,000 ; 
ind when the campaign ended, 
the records showed that the 
bank had brought in $1,120,483 
in new business, totaling 3439 
pieces comprising savings, com- 
inercial, safe 
boxes, including all the depart- 
ments of the bank. The 


rage cost per account was 89 


sccounts for 


honds, deposit 


av- 
rents, and the average balance 


of the initial 
32.58 per 


deposits was 


iecount. The aver- 
ge amount in deposits brought 
in by each employe amounted 
to $22,400. The total cost for 
the drive was $3087. 

The planned, 
primarily. to increase the de- 
posits of the 


contest was 
bank, to encour- 
ige the employes to solicit the 
type of bus 
stick, and 
the bank 
fort was 


would 
preve profitable for 
‘o handle. Every ef- 
ide to get bona fide 
ind to get as high 
sits as possible that 


insss which 


customers 
initial dey 


” 


the “dollar nuisance account 


be avoided. 
Plan of Campaign 


The contest took the form of 
a bus race across the continent 
from coast to coast and back to 
Chicago. The bank’s employes 
were divided up_ into 
with two colonel 


seven 
teams, direc- 
tors, and an officer captain at 
the head of each The 
large map on beaver beard, of 
the United States placed in the 
bank’s window, showed the 
team standings in points or 
mileage; the principal 
were marked off by 
in such a way that a 
the continent 
the teams back, upon the com- 
pletion of their quotas, to Chi- 
cago with a_ total of 50,000 
points. When a team member 
brought in a new account it 
was credited to that team’s 
mileage, and helped the bus in 
its position by the amount of 
points credited. 

The bus feature of the race 
aroused the public interest, and 
those passing, daily, followed 
the progress of the race in the 
vank’s window. 


team. 


cities 
points 
trip 


across brought 


Weeping Employes Intercsted 


To keep the employes inter- 
ested in the drive there was a 
lnyvge score board in the lobby 
vhich showed the team stand- 
ings in dollars, and the total 


amount brought in by the en- 
tire bank to date. Going one 
step further, the bank also had 
two blackboards for daily use 
in keeping scores. On one, 
each employe’s name was writ- 
ten in chalk, giving the “num- 
ber of accounts and_ points 
brought in, on the other, the 
figures in points, and dollars 
the standing of the 
teams, and gave the grand 
total figures in dollars. C. 
Figg was chosen from among 
the bank’s employes to keep 
the books on the drive with 
the co-operation of other mem- 
bers who tabulated the scores 
on the boards, kept the buses 
lined up in the windows, and 
the scores released in the form 
of “Pep Bulletins” twice each 


showed 


week. 

The drive 
by holding a bank family din- 
ner, at which President William 


was inaugurated 


$1,120,483.81 
New Business in 90 Days 
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Announcement run three columns 
wide in Chicago newspapers, giv- 
ing results of new business drive 
of Lake Shore Trust and Savings 
Bank. 
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Reproduction of large poster placed over the entrance to the 


S. Kline outtined the purpose 
of the drive, and then in turn 
called upon each team captain 
to comment on what it was 
hoped would be accomplished. 
Following this Ralph Parlette, 
who had just returned from ad- 
dressing bank group meetings 
in the South, made a vigorous 
talk on the “Marvels of Co- 
operation” which was well re- 
ceived, and keyed the employes 
up into proper fighting spirit. 
At the conclusion of the meet- 
ing details concerning solicita- 
tion were outlined by the new 
business department, and the 
contents of the rules book, and 
packet containing prospect in- 
troduction cards were gone 
into, stress being laid on the 
fact that the results were to 
come through enlisting the as- 
sistance of the depositors in 
bringing in the business. 


Laying Plans in Advance 


The campaign was organized 
well in advance, and mailing 
lists of all depositors with ac- 


AND 


SPACES 





canteen 





counts of over $500 were pre- 
pared, to which letters were 
sent at the opening of the 
drive, calling upon them to 
sign up a special membership 
card which enrolled them in a 
team participating in the con- 
test. About ten per cent. in 
returns came in, and the presi- 
dent brought in a six figure ac- 
count as a result directly of 
this plan of asking aid. It af- 
forded a splendid opportunity 
for the customers of long stand- 
ing to show their loyalty toward 
the bank. Special members are 
today a big factor in drives 
of this kind; and the volume of 
3439 accounts, which was an 
average of over 64 accounts 
per employe, brought in, was 
due, in large measure, to their 
hearty co-operation. 

The organization drive com- 
mittee of officers laid down the 
following rules: 

1. Directors and stockhold- 
ers will participate in bringing 
in new business, but will not 


receive awards or commissions. 


Lake Shore Trust and Savings 
in new business and 


2. Accounts 


of relatives are 


eligible fcr awards and com- 


i issions, 
ef cuntestants. 


but not the accounts 


3. Only new business will be 


counted. 
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Bank, giving results of the ninety day contest which brought in to the bank over $1,000,000 


nearly 3500 new accounts. 


4. Those leaving the service 
during the campaign will re- 
ceive commissions on business 
obtained, but will not be eli- 
gible to receive awards. 

5. New employes entering 
the service after start of cam- 
paign will be eligible for 
awards. 

6. New accounts which come 
into the bank in the ordinary 
course of business cannot be in- 
cluded. Only new business ob- 
tained, directly, as the result 
of solicitation of contestants, is 
eligible for awards and commis- 
sions. 

7. Bulletins will be issued 
from time to time. All mem- 
bers will be advised of progress 
made during contest, and lead- 
ers’ names will be posted on 


bulletin boards, also relative 
team standings. 

It was decided that to avoid 
paying out bonuses on accounts 
closed out, that it was neces- 
sary for an account to have 
been on bank’s books for 
ninety « to be eligible for 
awards tended to encour- 


age the employes to solicit bona 
fide accounts. Special prizes 
were arranged by the commit- 
tee on awards covering the two 
teams securing the greatest 
number of points, the amount 
to be divided among the vari- 
ous participants on the teams. 
There were also _ individual 
prizes amounting to several 
hundred dollars, and _ cash 
bonuses were paid to the 
special members bringing in ac- 
counts. One special member, 
alone, brought in over 190 ac- 
counts. 


Cash Bonuses 


Cash bonuses were awarded 
the employes. To discourage the 
small account, five one dollar 
savings accounts only entitled 


the employe to one dollar. The 
rest were as follows: 
New Checking Accounts 
$ 5.00to$ 10 $ .50 
10.01 to 25 1.00 
25.01to 50 . 1.25 
50.01 to 100 1.50 
ee er 2.00 
250.01 to 500 . 3.00 
500.01 to 750 .. 4.00 
CUBE BAGO . encecicccscctness . 5.00 


All Christmas Club accounts .25 
Safety deposit boxes 50 per cent. 
on first year’s rental. 


New Checking Accounts 


Cash 
Averaging: bonus 
From $100 to $500 during the 
first two months henna $2 
From $501 to $1,000 during the 
TPR OO MOEN ccc | 
From $1,001 to $2,000 during 
the first two months . » § 
From $2,001 and up iain 10 
Real estate mortgages—One 


half of 1 per cent. 

Time Certificates—For time cer- 
tificates of deposit amounting to 
$1000 or more, if left for 90 
days, one quarter of 1 per cent. 


The drive committee found 
that the above bonuses were 
not unreasonable, considering 
the fact that 3439 pieces of 
business were brought in, and 
some excellent individual effort 
put forth. By way of illus- 
trating the individual results a 
few figures will be given: 


Winner Brought in over 400 
Accounts 

It took 406 new accounts to 

win the prize for the most ac- 

counts brought in. It took 

more than 21,885 points to win 














Income Tax 
Information 


Ww the passage of the latest federal tax legislation, 
youwill find it essential to check up on the compara- 
tive yieldfrom youri isonoftaxab 
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and non-taxable securities is one of the factors involved. 
We have prepared a simple chart that will give you tax 

information at a glance. Write or call for a copy. 
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A well presented offer of income tax information, published 
upon the passage of the recent Federal income tax legislation. 


the point prize. In deposits 
the president set the pace with 
$150,389 to his credit. ‘The 
other officers’ average was also 
high, none bringing in less than 
five figure balance totals for 
the drive; and several savings 
accounts in four figures were 
brought in, in addition to a 
heavy sale of bonds, certificates 
of deposit and mortgages. 

The organization was 100 per 
cent. in production; that is, 
everyone brought in something, 
and it was from the unsus- 
pected quarters that the re- 
sults were most gratifying. For 
example the elevator man 
brought in sixty-one accounts, 





the engineer, five; the janitor, 
twenty; and the floor officers 
together a total of 598 accounts. 
One of them was never 
having participated in a drive 
or sold anything before, vet he 
brought in 261 accounts. Again, 
there was a group of sixteen 
girls who brought in 669 ac- 
counts; and one of them, the 
telephone operator, thirty-nine 
accounts. This would indicate 
that banks might do well to 
encourage their feminine em- 
ploves to greater efforts, for 
experience in bank drives in- 
dicates that they can bring in 
the business. The manager 
of the women’s department 


new, 
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brought in, alone, 222 accounts, 
which were not included jp 
the group above mentioned, and 
secured deposits of $32,620 dur- 
ing the drive. 


Contest a Well Rounded One 


It is generally believed that 
the tellers have a great advan- 
tage and usuaily bring in the 
greatest amount of business, 
yet it can be said, that, while 
they did very well in the drive, 
it took a well rounded effort, 
on the part of all, to make 
the quota. The tellers, and 
those in contact with the pub- 
lic behind the counters, brought 
in 1060 accounts which was a 
little over one-third of the 
total in new accounts brought 
in, which was creditable; but 
the analysis would indicate that 
it is possible to get production 
in all the departments, and 
that, in the long run, it is the 
hustlers that produce the best 
results. 

In the safe deposit campaign 
which was a part of the drive, 
letters were sent out to those 
commercial depositors not hav- 
ing boxes, and the contest pro- 
duced 176 box rentals in the 
ninety days set for the drive. 

The humanly illustrated “Con- 
test Bulletins” helped to keep 
up the interest in the cam- 
paign. People in general like 
to see their names in print, 
bank employes are no excep 





. re 
A Woman's Will | 
It is just as important fora 
woman to make a willasitis =| 
for a man. In some cases it is | 
even more important. | 
Consult this trust company | 
about your estate and the 
choice of an executor 


FULTON | 
TRUST COMPANY 


OF NEW YORK 

149 Broadwsy 

Established 1890 
Member Federal Reserve Sym 
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tion, and properly constructed 
bulletins, issued promptly at 
stated periods, proved a nec- 
essary element in the sucess of 
the campaign. ‘The semi-hu- 
morous bulletin playing up 
Nellie and George touched the 
spark that created interest in 
everyone including the officers. 
As far as possible effort was 
made toplay up the teams 
against each other for position 
in the bus race track in the 
window, and the dollars posted 
in the bank’s lobby. 


Numerous Meetings Held 


Numerous general meetings 
were held by the entire bank, 
and individual group meetings, 
as often as possible by the 
officers, did much to instruct 
the employes how to go after 
accounts, were fur- 
nished, and the new business 
department acted as a general 
aid de camp for all officers and 
employes who had _ prospects 
that required immediate atten- 
tion, but which they could not 
reach, due to the pressure of 


Leads 


their work. Letters by way 
of follew up were sent out, 
and the directors furnished 


leads which resulted in some 
excellent and six figure 
balances which helped put the 
contest over. 


five 


Many large ac- 
counts which had been thought 
of by the bank and its di- 
rectors as possible prospects, 
tame in, due to the close co- 
operation of the directors with 
the officers of the different 


teams, and the new business 
department. 
On one occasion a_ local 


tailor came into the bank who 
did not look, at the time, worth 
a dime, who walked into the 
president’s office and before he 
left, was persuaded to buy 


$10,000 worth of bonds. So 
much for appearances! In a 
drive of this kind one can never 
tel. Another party approached 
a teller’s window, was engaged 
in conversation, given an in- 
card, 


troduction 


and walked 
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tion, 


former law. 


our offices. 


Mary Orrice 
140 Broadway 





The Revenue Act 


UR booklet on the new 
Federal Tax Law is now 
ready for general distribu- 

The Jaw affects 

corporations, and partnerships. 

The booklet contains the full text of the 
income tax, estate tax, end other pro- 
visions of the law, with explanatory 


summaries and digests showing the new 
rates of taxation and changes from the 


Copies of this booklet are available to 
business executives on request at any of 


Guaranty Trust Company of New York 


Furra Avenve Ovrire 
Fitth Ave. and 44th St 


individuals, 


Maprsow AVENUE Orries. 
Madison Ave. and 60th St 














Another bank advertisement offering income tax information, 


and published the 


income tax law. 


following 


out. The next day he came 
in and opened a $10,000 ac- 
count. The employes who put 
themselves out to reach all the 
prospects possible were bene- 
fited by the law of averages, 
and produced some handsome 
business, bringing in total in- 
dividual deposits for the ninety 
into five 


day drive well up 


figures. 
Cost of Contest 
How much did the drive 
cost? The answer is that the 
total expenditures were $3087 
and were made up as follows: 


Safety deposit vault cam- 


IE. aceunieninaiessctienecinriasenes $ 245.00 
Pep bulletins .. paint 300.00 
Automobile and lobby 

RTS eee 74.72 
Printing booklets etc., 

cards, iierahibtndatnnsatnnaateaees 346.82 
Score keeping records ...... 39.00 
Lobby signs, windows . 48.52 








Stationery 


Buttons for employes ...... - 15.00 
Florist expenses .................. 15.00 
Lettering boards in lobby 16.70 





passage of the new federal 
Miscellaneous ............. - 103.87 
Bonuses paid employes . 1749.99. 
Letters sent out 33.25 
ED sinsstdcanstennniaisa . $3087.87 


When the cost per $100 of 


new business figured, it 
was found to be only 34 cents. 
The following percentage table 
gives one an apportionment of 


the 


was 


expenditures involved — in 
drive: 


Drive Expense in Percentages 


Items of expense Per cent 
Bonuses .. . ‘ 51 
Stationery , : 03 
EE ascansivimvonivns inate 
Window displays ..... . 01 
Lobby displays . — 
Safety vault letters and 07 
Follow up material ..... nn ae 
Pep bulletins , 11 
Miscellaneous . , 11 

100 


Drive Received Wide Publicity 


The successful completion of 
the drive created much favor- 
able comment, and local news- 
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Know Your City 
Whether you walk or ride— 


BYWAYS ans 
BOULEVARDS 


In and about ~ 
HISTORIC PHILADELPHIA 


FRANCIS BURKE BRANDT 


HENRY VOLKMAR GUMMERE 


300 Illustrations 


SS Se a a 


A BOOK BY 


and 


For all ages 
For all kinds of people 
For reading, reference and remem- 


brance 


For a guide to places of interest 
through the eyes of history 


For a pleasant gift at all times 


For Sale at all good Bookshops 


Copyrighted and published by 


PHILADELPHIA 


’ 4 CORN EXCHANGE NATIONAL BANK 


Main Office 
CHESTNUT AND SECOND 





Central City Office 
1512 CHESTNUT STREEF 


The Corn Exchange National Bank of Philadelphia recently 
undertook the public spirited enterprise of publishing an 


unusually well 
about its historic city. 


printed and handsomely 
A number of these books were dis- 


illustrated book 


tributed among customers of the bank, and the remainder 
placed on sale in Philadelphia bookstores and advertised in 
the newspapers as shown above. 


papers, and other periodicals 
took up the reports of the 
progress of the contest, and 
gave some helpful publicity. 
The results of the contest were 
further posted in the bank’s 
lobby, the depositors written to 
to express the bank’s apprecia- 
tion for their assistance and 
cordial attitude, a newspaper 
advertisement announcing the 
results and a large announce- 
ment poster, hung up over the 
bank’s door for a few days, let 
everyone know that the Lake 


Shore bank “Million Dollar 
Drive” had gone over the top. 


& 


How Banks Are 


Advertising 


HE Albert Frank & Co. 

financial advertising agen- 
cy has published in book form 
the “Analysis of the Savings 
Marke*,.” an address delivered 
by W. Frank McClure, vice- 
president of the company, be- 
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fore the Tenth Annual Conven- 
tion of the Financial Advertis- 
ers’ Association at Columbus, 
Ohio, last fall. 


& 


A NUMBER of pamphlets 
published by the Nationa 
Service Committee, London, 
England, which have recently 
been received by the editor 
Banking Publicity Department, 
include the following: “The 
National Savings Movement,” 
a brief account of the aims 
and achievements of the Na- 
tional Savings Committee which 
was established in London in 
1916 and which is composed of 
a voluntary membership rep- 
resenting wide interests in 
English bankingy government, 
educational and business cir- 
cles; “Functions of a Local 
Savings Committee,” an outline 
of the field of activity cov- 
ered by such a committee as an 
auxiliary to the National Sav- 
ings Committee; “Savings Cer- 
tificates,” a description of the 
National Savings certificate 
which is a government security 
and is guaranteed by the 
British Government, both as 
regards capital and _ interest; 
“Everybody’s Investment,” de- 
scriptive of the National Sav- 
ings Certificates; “What Do 
You Want to Be?,” a book 
of counsel to children regarding 
savings; “The National Sav- 
ings Movement in Schools,” a 
description of the manner in 
which this movement functions 
in the English secondary 
schools; “Saving in Secondary 
Schools,” a talk to pupils and 
teachers on savings; “Saving 
and Unemployment” by Hart- 
ley Withers, pointing out the 
value of systematic saving 4% 
a remedy for unemployment; 
“Saving for Civil Life,” 4 
pamphlet addressed to the vet- 
erans of the world war; “W - 
Are Your Chances in Life? 
and “Savings Associations,” 4 
pamphlet descriptive of what 
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Advertisements in the form of the above reproduced group of a Milwaukee bank were run 


single column width, six at a time and each on a different page, 


in preferred newspaper 


positions on the theory that the repetition value of thus presenting them would make the 


procedure worth while. 


these associations are and how 
they are formed. 

The National Savings Cer- 
tificate, which is sponsored by 
the National Savings Commit- 
tee, has become an unusually 
popular means of saving in 
England. Since 1916 practi- 
cally $722,000,000 savings certi- 
ficates have been sold, repre- 
senting a cash investment of 
about $2,800,000,000. The price 
of the saving certificate is 16s., 
bringing it within reach of the 
great mass of savers. During 
the ten years of its life the 
certificate grows to the value 
of 24s. The investment is 
guaranteed by the Govern- 
ment, is free of income tax 
and the money invested can be 
drawn at short notice with 
interest due. Some idea of the 
growth of savings associations 
operating in co-operation with 
the National Savings Commit- 
tee may be shown from the fact 
that by the end of March 1925, 
there were well over 20,000 of 
such associations, with new asso- 
tations being formed at an 
average rate of over 250 per 
month. The National Savings 
Committee supplies publicity 
material to the local savings 
associations without cost for 
distribution in the respective 
areas covered by these associa- 


tions. 
& 


‘ARE Safes Easily 

Opened?” is the title 
of a folder published in colors 
ty the Portland Trust Com- 


pany of Portland, Connecticut, 
on the advantages of the safe 
deposit box. 


& 


a HE Proper Disposition 
of Real Estate” is the 
title of a folder published by 
the Chase National Bank of 
New York and treating with 
the importance of drawing a 
will in such a way as to 
assure the proper distribution 
of property. This folder is pub- 
lished in behalf of “Solving the 


Problems that Confront Your 
Estate” a working memoran- 
dum book which the bank pub- 
lishes which is designed to aid 
persons making a will in plan- 
ning for a final distribution of 
their property. 


& 


‘o~ Stock Yards National 
Bank of Chicago published 
a statement folder which is 
printed in unusually inviting 
form. The folder includes a 
(Continued on page 597) 
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A striking departure from the formless and uninviting layout 
which too often characterizes the advertisements of banks 
outside the United States is given in the above reproduction 
of a holiday savings poster, used by one of Sweden’s largest 
banks. Modern advertising ideas have been applied to the 
layout of this poster, which was printed in red and green. 
The copy starts out: ‘‘Now until Christmas and New Year’s is 
the time to open a savings account for yours or the childrens’ 
sake.”” The table included in the advertisement follows the 
Style of that used by American banks, and shows how much 
it is necessary to save each month, starting at various ages, 
in order to accumulate certain fixed amounts at the age of 
sixty-five. 
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Banking Publicity 
RICHARD F. DURHAM, Editor 
Montnly Publicity Section 
THe Bankers MaGazine 
71-73 Murray St., New York 
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ANKS which are con- 
templating new _ busi- 
ness campaigns can well 


take a leaf from the experi- 
ence of other institutions in 
enlisting the active support 
of depositors as well as offi- 
In the 
recently concluded new busi- 


cers and employes. 


ness drive of the Lake Shore 
Trust and Savings Bank of 
Chicago. described in an ar- 
this 
Pusuiciry, — the 


ticle in number of 
BANKING 
institution’s depositors play- 
ed an important role in the 
results obtained. 

In making its plans for 
the campaign, the bank pre- 
pared mailing lists of all de- 
positors with accounts of 
over $500, and sent letters 
to these depositors at the 
opening of the drive, calling 
upon them to sign a special 
membership card which en- 
rolled them in a team par- 
ticipating in the contest. 
About 10 per cent. of those 
addressed responded, and 
through their efforts alone 
the bank brought in a large 


volume of worth while busi- 


& 


HE principles of mod- 


ness. 


merchandising ap- 
plied to the 
of savings 


ern 
development 


business are 


proving their value to banks 
in every section of the 
country which are adopting 
such methods. The pro- 
spective saver is approached 
from the angle of “spend- 
ing” regular fixed amounts 
in order to “buy” some spe- 
cific thing or object of his 
desire, whether it be a piece 
of property, a trip to 
life insurance 
policy, a bond or a piece of 
real estate. The depositor’s 
attention is kept fixed on 


Europe, a 


the ultimate objective rath- 
er than on the periodic pay- 
ments necessary to attain it. 


& 


N Ohio Trust Company 
has recently adopted 
the experiment of taking ad- 
vertising space on the back 
of local theater cickets. On 
the top of the ticket is the 
following copy “Good for 
$1.00, inquire at the 
Trust Company.” On the 
main portion of the ticket 
is the statemeat “The stub 
of this ticket is good for 
$1.00 if applied on a new 
savings.account at the 
Trust Company. Good for 
thirty days. from date.” 
The holder of the ticket 
will of 
part with this ticket before 
noticing the 
copy on the back of it, but 
he retains the stub and be- 


course very often 


advertising 


fore throwing it away is 
apt to see the copy on the 
back of it stating that it is 
good for $1.00 at the 

Trust Company, even though 


he has failed to see the ad- 
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vertising on the back of the 
ticket. This copy on the 
stub will frequently piqu 
his curiousity to the extent 
that he will go by the bank 
to find out 
means he can make the stub 
worth $1.00 to him. 


& 


BAS window displays 


and 


through what 


are more more 
proving their usefulness as 
a means of attracting the 
eye of passers by and direct- 
ing their attention to serv- 
ices which the bank has to 


offer. In like manner lobby 
displays can have a prac- 
tical value in reminding 


those who come inside the 
bank’s doors of the various 
services which are available. 

The customer or _pros- 
pective who is 
once inside the bank’s lobby 


customer 


is obviously in a more re- 
ceptive frame of mind to re- 
ceive impressions conveyed 
by posters and _ placards 
which advertise the bank’s 
services than is the casual 
passer by. With very little 
expenditure of either time or 
money a bank can prepare 
copy in poster or placard 
form which will be appro- 
priate for use in its lobby. 
which will prove useful in 
augmenting the bank’s pub- 
licity efforts in cther direc 
will tell 


customers and_ prospective 


tions, and’ which 
customers about the bank's 
services at the actual point 
of contact between them and 
the bank. 
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How Banks Are Adver- 
tising 
Continued from page 595) 
umber of brief paragraphs 
escriptive of the various serv- 
s of the bank and is printed 
n pebbled paper in large read- 


le type. 

& 
REENEBAUM Sons _ In- 
vestment Company of 

Chicago, affiliated with Green- 
um Sons Bank and Trust 
Company, Chicago’s oldest 
ink, publishes a very interest- 
ng and well presented booklet 
on first mortgage real estate 
ionds, printed in an attractive 
olor combination and entitled 
“Investor's Guide.” The bank 
companies this booklet with 
i letter explaining its purpose 
ind suggesting how the booklet 
may be put to best use by in- 


vestors. 
& 


HE Merchants Bank and 

Trust Company of Jackson, 
Mississippi, publishes a com- 
ination statement folder en- 
tiled “Industrial Jackson.” 
Ihis folder is the third of a 
vries published by the bank 
fo impress the citizens of its 
own community and the citi- 
wns of other states and cities 
with the advantages which 
Jackson offers. The folder re- 
produces a number of photo- 
graphs of various industrial 
plants in Jackson and includes 
i view of the business district 


f the city. 
& 

HE Liberty Trust and 

Savings Bank, Chicago, has 
recently published a booklet 
n the first mortgage gold 
nds issaed by the bank, 
resenting the advantages of 
these bonds in a very effective 
anner. A good deal of care 
iS been paid to matters of 
‘Ypographical layout and illus- 
trations in the make-up of the 
woklet. The bank sends out 
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Who's Who in 
Bank Advertising 











CHARLES S. ANDERSON 


Assistant cashier Ohio National Bank, Columbus, Ohio 


since 1911, having previously handled the bank’s ad- 

vertising and that of a dozen other concerns at his 
own office for two years. He learned the printer’s trade early 
in life, gradually turning his attention to advertising. He 
was for several years editor of “The Advertising World,” 
one of the pioneer advertising journals. The human interest 
newspaper copy which Mr. Anderson writes for his bank has 
attracted wide attention. He has his desk placed in the 
center of the bank’s lobby in order to be as accessible as 
possible to customers. Mr. Anderson enrolled as a member 
of the Financial Advertisers’ Association prior to its first 
convention in Philadelphia eleven years ago, and has attended 
most of its meetings since that time. As a member of the 
Speakers’ Bureau of the Associated Advertising Clubs of the 
World, and that of his local Chamber of Commerce, Mr. 
Anderson has appeared before clubs and civic organizations 
in some forty communities with talks on advertising, banking, 
community building, etc. 


M R. ANDERSON has been with the Ohio National Bank 
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5O¢ to $5 a week 
Home 
Savings Bank 


2 35 remem St, Boston 





Interest begins Sept. 
HOME 
SAVI NGS | BA 


\¥5 Tremont St. Ba 








An exhibit of some of the recent and very good newspaper 


with the booklet the following of a year you can easily add a 
letter: good many dollars to your in- 
come. It points the way to the 

To Our Investors: safe and profitable investment of 
Just how valuable the _ en- your January 1926 surplus funds. 
closed booklet proves to be, de- In this booklet 1s illustrated and 
pends entirely on you. If you described what we believe to be 
give heed to it, in the course the most attractive list of first 








Our Advertising Department 
Consists of Thirty 
“Built For Service” | The 1 Peaple 











We recently made announcement of the fatt thatythe American Ex- 
change Nati Bank has mors than thirty-five th deposit ac- 
counts. ‘ Allowing for duplicates arising from those inst&fices where a 
customer has more than one account, we make the conservative estimate 
that at least thirty thousand individuals are depositing with us. 


It is our constant endeavor to so serve our people that every customer 
is an advertisement for us. And so it has happened. Each year the cumu- 
lative effect of this greatest of all advertising is noted. -In,,no-other.way 
could we add from five to ten thousand new accounts to our ledgers each 
year. 


We are véry grateful to our “advertising force”—and we are proud 
of them. It is our intention to keep abreast of the most modern methods in 
banking, that our patrons may continue to repeat with us our slogan, 
“Built for Service.” 


AMERICAN EXCHANGE 
NATIONAL BANK 


Gunde £8 Tar Heel Facts 
Greensboro National and South Greensboro MANUFACTURING: | Nerth 
arolina has ni 


‘manufacturing establish- 
ments. Has a total of 6,200 
factories, employing one hun- 
dred and fifty-eight thou- 
sand workers 




















An ingeniously phrased good will advertisement of a 
Greensboro, N. C. bank 


advertising of the Home Savings 


mortgage investments it has ever 
been our good fortune to offer. 
All of these issues are strongly 
secured by income producing 
properties in good locations, and 
are protected by safeguards which 
have resulted in our record of 
“Never a Loss to a Liberty In- 
vestor.”’ 

By purchasing these bonds you 
insure the safety of your funds 
from the day you make your in- 
vestment until the last dollar of 
principal and interest is paid in 
full. Equally important is the 
fact that you make your money 
earn more. 

As the demand for these bonds 
is sure to be heavy, we suggest 
that you call at the bank im- 
mediately and make your pur- 
chases or reservations. In this 
way, you make certain of ob- 
taining just what you want. If 
your funds are not now available, 
we will gladly hold the bonds 
you select for delivery at a later 
date. 

For your convenience, we are 
open all days Mondays, and Sat- 
urdays until 8 o’clock. If it is 
impossible for you to come to 
the bank, we will gladly seua 
our representative to see you. But 
in any event, we hope to have 
the pleasure of serving you this 
January. 

Sincerely yours, 
Asst. Cash. & Mer. 
MR:BT Bond Dept. 


& 


{TH Christmas Money 

Clubs in as general use 
as they are at the present time, 
it has been a_ problem for 
banks to get distinctive adver- 
tising methods which would ad- 
vertise their own particular 
club. 
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interest Begins July 10 


SAVINGS BANK 








HOME 





Inc. 1869 


75 Tremont St. 








Bank of Boston, prepared under the supervision of the bank’s president, Carl M. Spencer. 


This year the Union Trust 
Company, Cleveland, conceived 
the idea of presenting the 
Christmas Money Club to pros- 
pects in the actual form of a 
dub. It was-in reality a paper 
folder about 14 inches long and 
Sinches wide when opened—but 
when closed it was die-cut and 
colored in such a way as to 
look exactly like a big stick of 
wood. It bore the words “The 
Club with a Wallop,” and on 
the back, “I Knock the Hard 
Spots Out of Christmas.” ‘The 
inside contained detailed sell- 
ing facts. 

The club was used as a house 
to house medium, and was 
placed between the door knob 
and the door-jamb where it 
would not be overlooked. Some 
distribution was also done in 
down-town office buildings. 

These paper clubs aroused 
a great deal of interest among 
the children. Some distribu- 
tors reported that the small 
boys followed them down the 
street to get as many copies 
a they could. One woman 
brought her small boy into the 
bank and said he was heart- 
broken because he did not have 
aclub “like all the rest of the 
kids had.’ 

This single piece of distrib- 
uted literature was the only 


HE Plainfield ‘rust Com- 
pany of Plainfield, New 
Jersey, publishes a folder en- 
titled “Every Plainfield Man 
and Woman.” The copy con- 


advertising used by the Union 
Trust Company for the 1926 
Christmas Money Club, and the 
club has shown a very healthy 
increase over last year. 





srs Feet Otten new fark mF 


GUNMEN GET $18,000 PAYROLL 
i|_IN ELEVENTH AVENUE HOLDUP 


EEE BRECTOR HOT] Ca tody Sick Up Sapesinendent of 
Ad Company and Grab Cash Just 
Brought From Bank. 


checks at all of our branches, 
where the pay check window 
is open from 9 to 5 and Satur- 
days from 9g to 2. 











PAY check account with 
the Corn Exchange Bank 
would have prevented the 


Employers who are interested 
are invited to discuss the matter 
with our officers or with the 
manager of the branch conven- 
ient to their place of business. 


the streets and distributing 
them in your office. A pay 
check account with us enables 
your employees to cash their 


THE CORN EXCHANGE BANK 


NEW YORK 


copy run in the interest of a New York bank’s 
so-called pay check account 


“Scare” 
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DRED ESESLEASEL LE CELL EERE ELIE relating to these industries 

The Oldest Account in the —=emmC 
Oldest Savings Bank in ° 
the City of NewYork  y.cusiens 


——_< Its Use and Abuse” js the 
inten title of a well prepared four 
ee cane asians page investment folder pub- 
August 26, 1820 5.00" lished by Morris F. Fox and 

Total $15.00 Company, investment bankers 
Int i e ° ° and 
ae pe of Milwaukee, Wisconsin. The 
This Account is Still Open folder includes a chart showing 
rotation of maturities to fit in- 
HE BANK for SAVINGS is exceedingly dividual investment needs. 
proud of its Account No. 738—the old- 
est account in the oldest Savings Bank in 
the City of New York. 
But it directs your attention to this account & 


not so much to emphasize the stability of 
the Bank for Savings as to point out the 


power of your savings to earn money while 66 7 1 Co-Operator,” month- 


Turnover, 








you are saving—and with absolute security, 
with absolute certainty. 


ly four page house organ 
of the Marine Trust Company 
of Buffalo, N. Y., published in 
And all the time — just as with Account : . E I 
No. 738—your savings are earning money, two colors and edited by the 
every day, every month, every year. They m > 
stand as an ever-strengthening bulwark, bank’s employes has a very 
protecting your health, your business, your ; ay 
peace of mind, your happiness. presentable layout and contains 
Why not open your account in the Bank numerous items of __ interest 


in a Savii Bank for Savings today? 
pt “ about what the bank and its 
he BANK FOR SAVINGS officers and employes are do- 
. par value, surplus and undivided profits $24,860,000.00 ing. 
280 Fourth Avenue, S. W. Corner of 22nd Street & 
CERES 106 Vears oF CONSTANT GROWTH BREEZES 


A very appropriately presented advertisement of New York's HE City National Bank 
oldest savings bank, published on the occasion of the bank’s igit Tine City Trust and Sav- 


106th anniversary. 
ings Bank, affiliated institutions 
tained in the folder has to do Bank of Valley Ford, Califor- of Dayton, Ohio, publish a four 
with the matter of making a nia, offers a consistently good page monthly house organ for 
will and emphasizes the quali- example of practical customer employes which includes inter- 
fications of the company as co-operation and helpfulness — esting reading matter regard- 
administrator of estates. This bank, located in a com- ing activities and progress of 
munity where dairying and the two institutions, and items 
& agriculture are the chief in- of interest regarding the offi- 
66QQ\AFETY and Service,” dustries, never fails to have cers and employes. 
monthly pocket size house — in its monthly magazine a num- 
organ of the Dairyman’s Coast — ber of timely and helpful items Fo) 


IN connection with BANKING PUBLICITY there is conducted a Bank 
Advertising Exchange. containing a list of names of bank advertisers willing to ex- 
change advertisements, booklets and other publicity matter issued by them. Any 


subscriber who will agree to exchange advertising matter may be added to this list 
A copy of this list may be had by any subscriber upon application. 


The habit of saving is easily acquired. It is 
like a game ing, fascinating ie 
more you play it the easier it becomes. 





Nor could there be any better proot 
of the ability of money to earn money 
when deposi . 








BANK ADVERTISING EXCHANGE 
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International Securities Trust 


nonth- OF AMERICA 


ini A MASSACHUSETTS TRUST 
npany 
“0 ‘a First among American Investment Trusts 


ry the Resources over $10,000,000 

very ° 
nitains A Double-Edged Investment Policy 
iterest 

1 its 
: na ‘Well Invested is better than Well Earned,” is a maxim 


only applicable when the investor realizes clearly that 
what is well invested today may be in jeopardy tomorrow. 


The International Securities Trust of America, like long 


Pt established London Investment Trusts, pursues a double- 
oneal edged investment policy,—Buying sound securities at fa- 
pap oe vorable prices, and Liquidating if and when a Profit is 
an for to be realized or a Loss avoided in the process of reinvest- 
inter- ment. 

egard- . 

ess of The more than 500 different investments owned by the 
| items Trust are continually supervised on the principle that 
ie offi- “Eternal Vigilance is the Price of Safety.” 


Send for Booklet BM-I 
entitled 


“The Investment Trust, The Culmination of 
Investment Service.” 


American Founders Trust 
A MASSACHUSETTS TRUST 


FISCAL AGENT 
First National Bldg. 50 Pine Street 
Boston New York 





























Organized 1890 


The Stale Bank 


12 Branches in Greater New York 


Member of the New York Clearing House Association 


Condensed Statement of the report to the Superintendent of 
Banks of The State of New York as of the close of business 
March 25, 1926 


Resources 

Loans and Discounts ............ $ 73,964,560.57 
United States and Municipal Bonds . vous 8y465,570.74 
Short Term Securities nities 2G 080,101.78 
Bonds and Other Securities . wera . 10,672,899.57 
Banking Houses ............ wooe a TUR Roa 1,796,570.25 
Cash and Exchanges Bs vise  10,284,009.70 
Customers’ Liability, Account of 

Acceptances, etc. 3,091,285.00 





$121,304,997.56 


Liabilities 
Capital Stock . $ 5,000,000.00 
Surplus and Undivided Profits 5,324,912.33 
Reserved for Taxes and Contingencies . : 501,951.09 
Quarterly Dividend Payable — 1, 1926 . 200,000.00 
Due Depositors. ............. osssteeee 107,248,169.34 
Acceptances, Letters of Credit, ‘ete. 3,029,964.80 





$121,304,997.56 


A Comparison of Progress 
Capital, Surplus & 
March Undivided Profits Deposits 
1923 ep '7,250,041.24 $87,137,576.01 
1924 ce 8161,458.81 95,667,239.91 
1925 ; 8,896,089.84  101,235,309.59 
1926 10,324,912.88  107,248,169.34 


HAROLD C. RICHARD, President 


Vice-Presidents 
JOHN KNEISEL WILLIAM B. ROTH 
CHARLES A. SMITH HARRY W. VOGEL 
THOMAS M. SHERMAN 
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Eastern States 


Comprising New York, New Jersey, Penn- 


sylvania, and Delaware, 
CONVENTION DATES 


National Safe Deposit Convention—at 
New York, N. Y., May 7-8. 

Maryland Bankers Association—at Atlan- 
tic City, N. J.. May 12-13. 

New Jersey Bankers Association—at At- 
lantic City, N. J.. May 13-15. 

National Association of Credit Men—at 
New York, N. Y., May 24-27. 

Pennsylvania Bankers Association—at 
Atlantic City, N. J., May 26-28. 

New York State Bankers Association—at 
Quebec, Canada, June 21-23. 

Delaware Bankers Association—at Re- 
hoboth, September 2. 

National Association of Mutual Savings 
Banks—at Philadelphia, Pa., October 18-22. 


COUNTY TRUST COMPANY OPENS 


Governor Smith of New York made the 
first deposit in the new County Trust Com- 
pany, New York, at its recent opening cere- 
monies. The bank, which is headed by 
James J. Riordan, a lifelong friend of the 
Governor, originally proposed to incorpor- 
ate as the New York County Trust Com- 
pany, but so much objection was raised to 
this name by the New York Trust Company 
that the new bank agreed to abandon that 
name. 

The bank is located at 82 Eighth avenue, 
New York, a neighborhood which, according 
to Mr. Riordan, has been without a bank 
of its own, except for branches of larger 
institutions, for some time. The beef and 
poultry dealers of the section desired a local 
bank, and it was to fill this need that the 
County Trust Company was organized. 

The new bank was organized with a capi- 


tal of $1,000,000 and surplus of $500,000. 
Deposits on the opening day amounted to 
about $1,400,000. 'n addition to Mr. Rior- 
dan as president, the other officers of the 
bank are: John J. Broderick, treasurer; 


JAMES J. RIORDAN 


President of the recently opened County Trust 
Company, New York 


Vincent B. Miner, assistant treasurer; and 
Clinton B. Fowler, assistant secretary. Vin- 
cent Astor heads the list of the board of 
directors, which also includes William H. 
Woodin, Herbert Lehman, and William H. 
English. 


CHASE-MECHANICS AND METALS 
MERGER RATIFIED 


The merger of the Chase National Bank, 
New York, with the Mechanics and Metals 
National Bank, New York, as the Chase 
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T THIS bank, the com- 
plete mechanism of a 
world-wide banking service 
is kept a living, human thing 
by the personal relationships 
existing between our officers 
and our customers. 


Every Banking Service 


CENTRAL [RUST 


COMPANY OF ILLINOIS 


125 Monroe Street at La Salle 
CHICAGO 






































SUNT 


v* i 


eae 


eR PE RA Ss, SSA! FPR 


2 AMMAR AS 


Kings County Trust Company 


Capital $500,000 Surplus $4,000,000 Undivided Profits $794,000 


JULIAN P. FAIRCHILD, President 


JULIAN D. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 

J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


s 
= 
7 
City of New York, Borough of Brooklyn z 
2 
2 


THOMAS BLAKE, Secretary 

ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 
ALBERT E. ECKERSON Auditor 


3 
= 
= 
INTEREST ALLOWED ON DEPOSITS =| 
lire 


nn nnn 


National Bank, New York, the details of 
which were reported in these columns last 
month was ratified by the stockholders of 
both banks at meetings held March 18. 
The actual merger of the two banks will 
take place April 12. At that time, one 
branch will be eliminated, that of the Chase 
National at Forty-first street and Madison 
avenue, which will be moved to the Me- 
chanics and Metals branch across the street. 
Later, the Mechanics and Metals branch at 
Sixtieth street and Madison avenue will be 
transferred to the quarters of the Chase 
National at Sixtieth street and Park avenue. 


I. A. B. FORMS TRUST COMPANY 


The International Acceptance Bank, Inc., 
New York, has organized a trust company, 
the International Acceptance Securities and 
Trust Company, New York, to render bank- 
ing and trust services supplementary to but 
outside the scope of the activities of the 
International Acceptance Bank itself. It 
will also deal in investment securities. 


FIDELITY TRUST COMPANY OPENS 
NEW MAIN OFFICE 


The new Fidelity Trust Company, New 
York, formed by the consolidation of the 
old Coal and Iron National Bank with the 
Fidelity - International Trust Company, 
opened its new main office in the Equitable 
building on March 29. The new quarters 
have heen almost completely remodeled and 
equipped, and this change gives the central 
office a more central location than before. 
The bank has four additional offices. 

The first published statement of the new 
bank, as of March 25, showed deposits of 
$4,138,265, time loans and bills purchased 
of $11,946,594, cash on hand of $12,092,833, 














The new main office of the Fidelity Trust Company, 
New York, in the Equitable building 


and combined capital surplus and undivided 
profits of $7,174,492. Total resources amount 
to $54,872,744. 

The Fidelity Trust Company began busi- 
ness under that name in May 1907. The 
Coal and Iron National Bank was originated 
on April 11, 1904. 

Samuel S. Conover is president of the 
Fidelity Trust Company and John T. 
Sproull is chairman of the executive com- 
mittee. Vice-presidents are Allison Dodd, 
William H. Jaquith, Andrew H. Mars, 
Fdward FE. Moberly, H. <A. Miskimin, 
Charles F. Park, Jr., John M. Ross and 
Arthur W. Mellen, who is also secretary. 
Harold C. Knapp is trust officer. 
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guPER-SAFEr, 


Sank cnee® Why 
leading bankers everywhere 
are supplying their depositors 
with these safer. more 
beautiful checks 





This advertise- 
ment is the sec- 
ond of a series 
of pages in two 
colors in The 
Saturday Eve- 
ning Post and 
black and white 
adaptations in 
The Literary 
Digest. 


Why most banks 
supply colored 
checks 























Your depositors will appreciate your 
giving them this modern “ service 
of protection ” 


which is 
Evening Post and Literary Digest. 
it is reasonable to suppose that other 


The visible precautions you take to 
protect the funds within your bark win 
the confidence of your depositors as they 
enter the building. 


Yet your depositors may not be aware 
that you, by supplying them with Super- 
Safety Checks, are extending the modern 
“service of protection” to their checks in 
transit. 

Your depositors will appreciate the 
value of this complete service you are 
giving them, as they read such compelling 
advertisements as the one shown above 


Saturday 
And 


appearing in the 


readers are opening their check-books 
and looking to see if the Super-Safety 
trademark is on the checks furnished by 
their bank. 

When you consider how little Super- 
Safety Checks cost, it is surely a wise 
move to give your bank and its deposi- 
tors the benefit of this super-check. A 
Super-Safety representative is at your call. 


BANKERS SUPPLY COMPANY, Division 
THE TODD COMPANY 
5951 So. State St., Chicago, III. 


Sole Manufacturers of Super-Safety Checks, Todd Greenbac Checks and the 
Protectograph 


CHICAGO 
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ROCHESTER 


NEW YORK DENVER 











Trust Companies. 


Broadway at 73rd Street 
125th St. at Eighth Ave. 





Service to Banks 


Ample facilities and the experience of many 
years enable this Company to render intelli- 
gent, efficient service to Banks, Bankers and 


Inquiries are Welcomed 


UNITED STATES 
MORTGAGE & TRUST COMPANY 
Main Office: 55 Cedar Street 


Branches : 


New York 


Madison Avenue at 74th St. 
Lexington Avenue at 47th St. 








The new institution has capital and sur- 
plus of $1,000,000. Its offices are located 
in the same building as the International 
Acceptance Bank, at 52 Cedar street, New 
York, and all the officers and directors are 
directly associated with the International 
Acceptance Bank. Paul M. Warburg, 
chairman of the board of the International 
Acceptance Bank, heads the board of the 
trust company; and F. Abbot Goodhue, 
president of the bank, is also president of 
the trust company. 


HEWITT JOINS NATIONAL 
MORTGAGE 


William R. Hewitt has been appointed 
manager of the National Mortgage Corpora- 
tion, New York. The National Mortgage 
Corporation is a subsidiary of the New 
York Title and Mortgage Company, organ- 
ized to widen the scope of the latter’s busi- 
ness, by buying first mortgages on property 
in approved cities of the United States and 
issuing mortgage certificates against them. 

Mr. Hewitt is a native of New Jersey, 
and comes to the National Mortgage from 
the real estate loan department of the 


Prudential Insurance Company of America. 
He has been with the Prudential since 1908, 
working in various offices. 

During the last year, the New York 
Title and Mortgage Company reports that 
there has grown up a considerable demand 
for title insurance outside of New York 
City, necessitating the building up of a 
state-wide organization to take care of it. 
This, in some measure, is responsible for 
the company’s having had the best year 
in its history in 1925. So broad have been 
these operations that the company has felt 
it fitting to prepare a special review of 
the year for the stockholders. This has been 
put out as a very attractive booklet en- 
titled “1925 A Year of Progress.” 


NEWARK’S NEW TRUST COMPANY 


A new trust company has been organ- 
ized in Newark—the Guardian Trust Com- 
pany of New Jersey, with a capital of 
$5,000,000 and surplus of $2,500,000. It 
was originally proposed to incorporate 
with a capital of $500,000, but before or- 
ganization the size of the company was con- 
siderably increased. The directors desire 
to have a wide distribution of stock, and 
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Fifty-Nine Years of Business Prestige 


Behind the Name 
? 
HARE & CHASE, Inc. 


Automobile Finance 


ASSETS $30,000,000 


io) 


q 


Complete Local Service 


in Sixty-Six Cities 


be) 


q 


NATIONAL HEADQUARTERS 
300 WALNUT STREET 
PHILADELPHIA 








are, therefore, selling it on the instalment 
plan. All instalments will have been paid 
by August, which is the time set for the 
opening of the new bank. Holmes & 
Winslow, bank architects, are designing a 
building to house the bank, and afford it 
a substantial revenue in rentals from the 
very first. 

James Rattray, assistant vice-president 
of the Guaranty Company, New York, has 
heen elected a director and vice-president 
of the new company. He has also been 
elected president and director of the Guard- 
ian Securities Company, a subsidiary in- 
vestment company. 

Mr. Rattray was born and educated in 
Aberdeen, Scotland, and gained his early 
business experience there and in London. 
Twenty years ago he came to the United 
States and took a job in the Bank of 
Buffalo, New York. In 1917 he came 
to New York with the Guaranty Trust Com- 
pany in charge of the income tax depart- 
ment. Later he was appointed an assistant 
manager of the bond department, and when 


the Guaranty Company was organized in 
1920, he was made an assistant vice-presi- 
dent. His chief work, of late, has been 
in investment research and advisory work, 
especially concerning the relation of taxa- 
tion to investments. 


MR. EMERY ON FLORIDA 


Archibald C. Emery, president of the 
Hamilton National Bank, New York, upon 
his return from his annual winter holiday 
in Florida, reported that he could see no 
justification for the statement that the 
Florida bubble has burst. Instead, he says 
the permanent population of all the promi- 
nent resort cities is growing, and substan- 
tial construction programs are under way 
to meet the housing needs of these people. 
“Only a general slackening of the unusual 
prosperity prevailing throughout the country 
would cause Florida hotels to be unprofit- 
ably operated,” says Mr. Emery. 

In addition, the Everglades are being 
drained, and truck farms are appearing as 
fast as the land is drained. There is a 
large amount of railroad construction and 
betterments throughout the state. There 
are, of course, still problems to be solved, 


but “after all, there is no better measure 


JAMES RATTRAY 
Who has resigned as assistant vice-president of 
the Guaranty Company, New York, to become 
vice-president of the recently organized Guard- 
ian Trust Company of New Jersey, Newark, N.J. 
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of true prosperity than the condition of 


banks in any district, and it is difficult to 
find an established bank in Florida today 


ROBERT RAE 


Recently appointed New York agent of the 
Dominion Bank of Canada. He entered the 
service of the bank in 1906 at Toronto. Prior 
to coming to New York in 1920 as assistant 
agent, he was manager of the branch of the 
bank at Bleury and St. Catherine streets, Mon- 
treal. The New York agency of the Dominion 
Bank has recently moved into new quarters at 
44 Wall street. 


whose resources have not increased from 
two to three hundred per cent. in the last 
twelve months. Practically all of these 
banks are in splendid liquid position. 


MANUFACTURERS TRUST 
PURCHASES BUILDING 


The Manufacturers Trust Company, New 
York, has contracted to purchase the Man- 
hattan Life building at 66 Broadway, and 
upon the expiration of leases, will remodel 
the ground floor for its own main banking 
office. It will also occupy the present head- 
quarters of the Manhattan Life Insurance 
Company on the sixth, seventh, and eighth 
floors for its executive offices and_ special 
departments. 

The building was erected in 1895, and 
is seventeen stories high on Broadway and 
eighteen stories on New street. It is right 


in the heart of the financial district—mid- 
way between the offices of the Central Union 
Trust Company and the Irving Bank-Colum- 
bia Trust Company. Across the street is 
the Chase National Bank, and behind the 
building is the New York Stock Exchange. 


STANDARD BANK INCREASES 
CAPITAL 


The Standard Bank, New York, has in- 
creased its capital stock from 2000 shares 
to 2500 shares, issuing rights to the stock- 
holders in the ratio of one share to each 
‘four shares held. The issue was under- 
written, without cost, by the board of di- 
rectors, at $600 per share. The bank was 
organized in 1882, and has recently opened 
a Yorkville office at the corner of First 
avenue and Seventy-ninth street, in addition 
to its main office. 


STATE BANK STATEMENT 


The statement of the State Bank, New 
York, as of March 25, 1926, carried with it 
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The Pennsylvania Company 


For Insurances on Livesand Granting Annuities 


Trust and Safe Deposit Company 
Packard Building 
S. E. Cor. 15th and Chestnut Streets 
Philadelphia 


Capital, Surplus and Undi- 
vided Profits - $20,000,000 


Member Downtown Office 


a 517 Chestnut St. 
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From the Drawing 


KINGSTON BANK AND TRUST COMPANY. 
KINGSTON, PENN. 


MORGAN, FRENCH & CQO.,Inc. 
ARCHITECTS AND ENGINEERS 
19 WEST 447 STREET 


NEW YORK 
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an interesting “comparison of progress” 
since 1928. Capital, surplus and undivided 
profits, which stood in March, 1923, at $7,- 
250,041, rose to $8,161,458 in 1924, to $8,- 
896,089 in 1925, and on this statement date 
stand at $10,324,912. The large increase 
between 1925 and 1926 is due in large meas- 
ure to the recent capital increase from $3,- 
500,000 to $5,000,000. During the period 
1923 to 1926 deposits increased from $87,- 
137,576 in 1923 to $95,667,239 in 1924, to 
$101,235,309 in 1925, and to $107,248,169 at 
the most recent statement date. 

The present statement, in addition to 
capital, surplus and undivided profits of 
$10,324,912, and deposits of $107,248,169, 
showed loans and discounts of $73,964,560, 
short term securities of $13,030,101, bonds 
of $10,672,899, and cash on hand $10,284,- 
009. ‘Total resources totaled $121,304,997. 


HEEMSKERK PROMOTED 


L.. B. Heemskerk has been promoted to 
vice-president of the Bank of America, New 
York, the bank thus rewarding his success- 
ful handling of the foreign department. He 
was born in Holland and lived there until 
he finished his schooling in Amsterdam. 
Entering the employ of the Chartered Bank 


L. B. HEEMSKERK 
Whose successful handling of the foreign de- 
partment of the Bank of America, New York, 
has brought him a vice-presidency. 
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of India, Australia and China, he worked 
first in the London and Hamburg branches, 
and later in the Straits Settlements in the 
Dutch East Indies. 

When the war broke out in 1914 he was 
located in Bombay. Being a reserve officer, 
he returned to Holland, and remained there 
as an officer until sent to the United States 
a few days before the Armistice. He served 
for nearly two years with the Netherlands 
Legation at Washington, and late in 1920, 
joined the foreign department of the Bank 
of America, where he remained until his 
present promotion. 


CHANGES AT GUARANTY 


Charles H. Platner has been promoted 
from corporate trust officer to vice-president 
of the Guaranty Trust Company, New York. 
Walter Meacham, Henry A. Theis and Max 
Waessel have been appointed assistant vice- 
presidents. Frank H. Kuhn and Gordon 





“Write 345 ”...on the New 
Dalton “MULTIPLEX” Bank Ledger 
Posting and Statement Machine 


OUR fingers fall naturally upon the 

keys—you write the number instinc- 
tively. Column selection is automatic. 
That's Dalton simplicity! 


Now write another number. And another. 
Notice how fast you enter amounts on 
the keyboard. That's Dalton speed—25 


per cent. faster than other machines! 


You will notice, too, that the machine is 
unusually gquiet—no clacking carriage. 
All figures are completely visible. Over- 
drafts, including date, are automatically 
printed in red. One hand operates the 
machine—the other is free to turn checks 
or deposit slips. 


Further, this machine checks its own work 
— it will, if you desire, eliminate the ex- 
pensive “‘call-back"’ system; save its own 
cost in a short time. 











A demonstration of the New Dalton 
“MULTIPLEX” Bank Ledger Posting and 
Statement Machine obligates you in no way. 
Phone or write the nearby Dalton Sales 
Agent now and see this machine in action! 


THE DALTON ADDING MACHINE SALES COMPANY 
Cincinnati, Ohio, U. S. A. 


Agents for Canada: The United Typewriter Co., Toronto and Branches 
Sales Agencies in ALL the Principal Cities of the World 


Dw Adding-Calculating . Bookkeeping 


Statement and ‘‘ Cash Register ’’ Machines 


The Dalton has been chosen the official adding and listing machine of the Sesquicentennial! 
Exposition, Philadelphia, June 1 to December 1. 
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Palmer have been appointed assistant secre- 
taries, and Oliver R. Brooks has been ap- 
William 
H. Hamilton, recently appointed an assist- 
ant vice-president of the Guaranty Com- 
pany, is now associated with the buying 
department of the main office of the com- 


pointed an assistant trust officer. 


yany. 
, Mr. Platner, the new vice-president, be- 
gan work with Acker, Merrall & Condit in 
1900, and rose in eight years to the position 
He spent three years with the 
Wells Fargo Express Company, and came 
to the Guaranty Trust Company in 1911. 
His first work was in the stock registration 


of cashier. 


department, but he was later transferred 
to trust work, in which he has specialized 
ever since. In 1916, he was appointed an 
assistant trust officer, and in 1919, hecame 
corporate trust officer. 
work in the fiduciary field as vice-president. 


He will continue his 


FRANKLIN TRUST INCREASES 
DIVIDEND 


The Franklin Trust Company, Philadel- 
phia, has increased its semi-annual dividend 
rate from 6 per cent. to 7 per cent. begin- 
ning with the dividend payable April 1. 


The board of directors has also voted to 


CHARLES H. PLATNER 
Expert in trust work, recently advanced by the 
Guaranty Trust Company, New York, from 
orporate trust officer to vice-president 
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mercial audits, and the 
installation of account- 
ing systems for banks, 
trust companies, and 
foreign exchange de- 
partments. 





McArdle, 
Djorup & McArdle 


42 Broadway, New York 








transfer $250,000 from undivided profits to 
surplus account, raising surplus to $2,500,- 
000. Combined capital and surplus now total 
$4,000,000. 

C. Addison Harris, Jr., president of the 
company, in announcing these increases, 
stated that the last six months have been 


the most profitable in the company’s history 


BANK OF PITTSBURGH OPENS 
TRUST DEPARTMENT 


The Bank of Pittsburgh, N. A., Pitts- 
burgh, Pa., has opened a trust department, 
under the supervision of William A. Wilson, 
trust officer, and Foster W. Doty, assistant 
trust officer. 

HAMILTON 


NATIONAT, EXPANDS 


The growth of the Hamilton National 
Bank, New York, of which notice has been 
taken these columns 
steadily. The bank has two branches, and 
is planning the establishment of two more: 
the first on Washington Heights, at Wads- 


before in proceeds 
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worth avenue and 18Ist street; and the other 
(which is to be opened later in the year) on 
Broadway at 110th street. 


TRADESMENS NATIONAL 
INCREASES SURPLUS 


The Tradesmens National Bank, Phila- 
delphia, has transferred $500,000 from un- 
divided profits account to surplus, making 
total surplus $2,500,000. The capital of the 
bank is $1,000,000. 

FIDELITY TRUSI’S ANNIVERSARY 

The Fidelity Trust Company, Philadel- 
phia, which celebrates in September its 
sixtieth anniversary, has summarized its 
growth very vividly in two charts, printed 
on the back of its anniversary announce- 
ment. ‘The first shows deposits growing 
from zero in 1866 to a total of about $55,- 
000,000 in February of this year; and the 
second shows trust funds growing steadily 
from zero to over $350,000,000 in February, 
1926. 


SAFE DEPOSIT CONVENTION 
PROGRAM 


The program of the National Safe De- 
posit Convention, which will be held at the 
Hotel Roosevelt, New York, May 7-8, fea- 
tures as speakers Hon. Mark Graves, mem- 
ber of the New York State Tax Commission, 
and George V. McLaughlin, Police Com- 
missioner of New York, and former New 
York State Superintendent of Banks. The 
general sessions of the convention will be 
conducted as forums, with a general topic 
for discussion. Harry F. Pratt, Union 
Trust Company, Cleveland, Ohio, will lead 
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the first of these, on “The Safe Deposit 
Business and Some Laws Affecting It.” The 
second, on “The Public Service Aspect of 
the Safe Deposit Business,” will be under 
the chairmanship of Ernest L. Anderson, 
Rhode Island Hospital Trust Company, 
Providence, R. I.; and the third, on “The 
Safe Deposit Business as Viewed from the 
Inside—Questions of Management and 
Operation,” will be led by James A. 
Sweeney, Paterson Savings Institution, Pat- 
erson, N. J. The banquet will be held on 
Saturday night, May 8, at 6.45 p.m. 

The entertainment features include a 
theater party, visits to the New York 
Stock Exchange and the Federal Reserve 
Bank of New York, a sightseeing trip 
through the Bronx, and a visit to the S. S. 


Olympic. 


New England States 


Comprising Maine, New Hampshire, Ver- 
mont, Massachusetts, Connecticut and 
Rhode Island. 


CONVENTION DATES 
New England Bankers Associations—at 
New London, Conn., June 18-19. 


Maine Bankers Association—at 
Poland, June 19. 


South 


ATLANTIC NATIONAL INCREASES 
SPACE 


The increase of business which has re- 
cently been enjoyed by the Atlantic National 
Bank, Boston, has necessitated more space. 
The bank has, therefore, taken additional 
space in the third floor of its own new build- 
ing on Post Office Square, a picture of which 
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Speed at the window—less work afterward—simple 
and practicable. 
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221 EAST 20th STREET, CHICAGO, ILL. 




















was published in THe Bankers MAGAZINE 
in July 1925, page 121. 


BANK WOMEN’S CONVENTION 


Early in March the Massachusetts As- 
sociation of Savings Bank Women held 
their first annual convention at the Hotel 
Vendome, Boston. A good deal of atten- 
tion was given to school savings accounts. 
This is a branch of banking which is very 
popular in Massachusetts, and one with 
which the women are frequently connected. 
Industrial savings, whereby employes of 
large companies are encouraged to save, and 
savings bank life insurance were also dis- 
cussed, as departments in which women of- 
ten find places. The general theme of the 
convention was woman’s importance in the 
banking field, and how her influence can 
be extended. 


NEW FILING EQUIPMENT BUREAU 
FORMED IN BOSTON 


The Filing Equipment Bureau has been 
organized in Boston by C. H. Cobb, R. H. 
Charlton and W. R. Washburn, all of whom 
were with the Library Bureau. Mr. Cobb, 
president of the Filing Equipment Bureau 
was in charge of service and production of 
the Library Bureau and had been with 
that company for twenty-five years. Mr. 
Charlton, who had been with the Library 
Bureau for twelve years, is treasurer. Mr. 
Washburn, former executive vice-presiden: 
of the Library Bureau until his reces’ 
resignation to become associated with the 
Doten-Dunton Desk Company of Boston, 
will serve on the board of directors. 
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Southern States 


Comprising the District of Columbia, Mary- 
land, Virginia, West Virginia, North 
Carolina, South Carolina, Georgia, Florida, 
Alabama, Mississippi, Louisiana, Texas, 
Arkansas, Kentucky and Tennessee. 


STATE CONVENTIONS 


Louisiana—at Monroe, April 21-22. 

Florida—at Jacksonville, April 23-24. 

Arkansas—at Hot Springs, April 27-28. 

North Carolina—at Durham, May 6-8. 

Mississippi—at Biloxi, May 11-12. 

Oklahoma—at Oklahoma City, May 12-13. 

Tennessee—at Knoxville, May 13-14. 

Georgia—at Columbus, May 17-19. 

Alabama—at Montgomery, May 20-22. 

Texas—at Galveston, May 25-27. 

South Carolina—at Spartanburg, June 
16-18. 

Virginia—at Roanoke, June 17-19. 

West Virginia—at Huntington, June 23- 
24. 

OTHER CONVENTIONS 

Country Bankers of Georgia—at Atlanta, 
April 14-16. 

Reserve City Bankers—at Atlanta, Ga., 
April 28-30. 

National Foreign Trade Council—at 
Charleston, S. C., April 28-30. 

A. B. A. (spring meeting of Executive 
Council)—at Pinhurst, S. C., May 8-6. 

A. I. B.—at Dallas, Texas, July 12-17. 


4°7TAL INCREASE FOR AMERICAN 
NATIONAL 


The American National Bank, Richmond, 
Va., and its subsidiary, the American Trust 
Company have decided to increase the cap- 
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ital stock of both institutions so that total 
combined capital and surplus will amount to 
about $5,000,000. The stock of the bank 
will be increased $1,500,000 by the sale of 





OLIVER J. SANDS 
President of the American National Bank, Rich- 


mond, Va., which has increased its capital 
from $1,000,000 to $2,500,000 


10,000 shares of stock at $150 per share; the 
trust company’s stock will be increased 
$150,000 by the sale of an equal number of 
shares of its stock at $15 per share. 

The American National Bank was organ- 
ized in 1899, with a capital of $200,000, 
which has been gradually increased, to $300,- 
000 in 1902, to $400,000 in 1903, to $600,000 
in 1910, to $1,000,000 in 1912, and this latest 
increase brings it to $2,500,000. 

In 1916, the bank organized the Ameri- 
can Trust Company, by paying a dividend of 
$100,000, constituting the common stock, 
and the sale of 900,000 shares of preferred 
stock, making the total capital at that time 
$1,000,000. 

O. J. Sands, president of the two insti- 
tutions, in announcing the capital increases, 
said that the action was taken in the fixed 
belief that prosperity for the South is in 
prospect, and that greater capital is re- 
quired to make Richmond the financial cen- 
ter of the fifth Federal Reserve District. 
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FIRST-MERCHANTS MERGER 


The consolidation of the First National 
Bank of Richmond, Va., with the Merchants 
National Bank of that city as the First 
and Merchants National Bank of Richmond, 
became effective March 1. The new bank 
has capital of $3,000,000, surplus of $3, 
000,000, and resources of approximately 
$55,000,000. 

John M. Miller, Jr., president of the First 
National Bank is president of the new 
institution, and the officers of both banks 
remain as officers of the new institution. 

The First National Bank is the oldest 
bank in Richmond, organized April 17, 1865, 
just after the evacuation of the city by the 
Confederate forces. Its capital at that time 
was only $100,000, but by various consoli- 
dations (with the National Exchange Bank 
in 1867; with the National Bank of Virginia 
in 1912; and finally the merger des’ ibed 
above) it has been increased as the needs 
of the community required, to the present 
figure. 

The Merchants National, though formally 
established in 1871, was an outgrowth of the 
firm of Thomas Branch & Co., Richmond, 
established in 1867, which firm was in turn 
the successor of Thomas Branch & Sons of 
Petersburg, Va., established in 1838. 

Mr. Miller, president of the new First and 
Merchants National Bank, entered the bank- 
ing business in 1883, in Lynchburg, Va. 
In 1890, he became cashier of the First Na- 
tional Bank of Buchanan, Va. In 1893 he 
became a national bank examiner covering 
various southern states until 1895, when he 
resigned that position to become cashier of 
the Merchants and Farmers National Bank, 
Charlotte, N. C., which position he held un- 
til he was made cashier of the First Na- 
tional Bank of Richmond, in 1902. In 1904. 
he was elected vice-president, and later ad- 
vanced to president, which office he retains 
in the consolidated institution. 


BARNETT NATIONAI. OPENS BOND 
DEPARTMENT 

The Barnett National Bank, Jacksonville, 
Fla., has opened a bond department, in 
charge of A. C. Blese. Mr. Blese has had 
about fifteen years’ experience in the bond 
business with Toledo and Chicago bond 
houses. He came to the Barnett National 
in January from the vice-presidency of the 
Robinson-Humphreys Co., of Atlanta, Ga» 
and organized the new bond department. 
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The executive managers of the new State-Planters Bank and Trust Company, Richmond, Va.; Thomas B. 


McAdams, Julien H. Hill, and W. Meade Addison. 


Mr. Hill is also president of the new institution, 


which was formed by the merger of the Planters National Bank with the State and City Bank 
and Trust Company, described in these columns in February 


EXCHANGE NATIONAL FURNISHES 
ADDING MACHINES TO CUSTOMERS 


Modern banking service has come to in- 
clude all kinds of assistance to clients from 
the making out of wills to expert advice 
on purchasing of real estate and bonds, and 
on crops. It is now being extended to 
minor details of helpfulness; as for example, 
the recent installation of adding machines 
on the public desks in the Exchange Na- 
tional Bank, Tulsa, Okla. 

The bank found that depositors were de- 
layed in making out complicated deposit 
slips by mental calculation, and installed the 
machines to help them. The patrons were 
quick to take advantage of the machines; 
rushes during peak hours of banking were 
relieved; and mistakes were largely elimin- 
ated. In addition, tellers are no longer in- 
terrupted by depositors requesting the use 
of the bank’s machines. 


ABANDON THE DOLLAR BILL 


The attempts of the United States Treas- 
ury to prolong the life of dollar bills are 
more or less familiar to bankers. Various 
methods have been suggested, among them, 
the use of more two dollar bills, the sub- 
stitution of silver dollars, the use of a 
smaller dollar bill, and a dollar coin, made 
of silver, with a gold center. Most of these 
have been noted in these columns from time 


to time. The prejudice against the use of 
two dollar bills seems too great to be over- 
come at the present time; the silver dollars 
are too cumbersome; and the dollar coin of 
two metals seems to have met with but little 
consideration. Reducing the size of the dol- 
lar bills is a measure still under considera- 
tion. 

A new suggestion has been made recently 
by Neil Carothers, head of the College of 
Business Administration of Lehigh Univer- 
sity. It has the advantage of simplicity. 
In an article in the New York Times re- 
cently Mr. Carothers suggests that the dol- 
lar bill be abandoned entirely. “There has 
never been any crying need for the one- 
dollar note,” he says. “Before the Civil 
War it was outlawed by the various states, 
and since that period it has had little cir- 
culation until the present day. ... There 
were less than 180,000,000 dollar bills in cir- 
culation ten years ago, and the increase to 
more than 400,000,000 has come in the last 
few years. With the dollar note eliminated, 
the two-dollar note would become a useful 
and eventually a popular currency. Its po- 
sition between the fifty-cent piece and the 
five-dollar bill is economically correct . 

“It is an observed,fact that the lower the 
financial power and prestige of a nation, 
the lower are the denominations of its paper 
money. Odious comparisons between differ- 
ent countries of Europe in this respect 





THE BANKERS MAGAZINE 


The undefeated basketball team of the Equitable Trust Company, New York, which, by eleven straight 
victories, captured the A. W. Loasby cup for 1926 in the annual Bankers’ Athletic League series. 


Standing: Driscoll, Nelson, Knudsen, Baum, Norman. 


Seated: Andrus, Spiesel, 


Altman, and Denzau (manager). 


might be made. It will be sufficient to note 
that until the break-down of her currency 
in the late war, England had five pounds 
as her smallest paper denomination, and her 
retail commerce was with no 
currency whatever between the half-crown, 
worth about sixty cents, and the half-sover- 
eign in gold, worth about $2.50. A note 
of the value of $1 would have been unthink- 
able in England in normal times.” 


carried on 


& 
Middle States 


Comprising Ohio, Indiana, Illinois ,Michigan, 
Wisconsin, Minnesota, lowa and Missouri. 


STATE CONVENTIONS 


Missouri—at Excelsior Springs, - May 
18-19. 
Wisconsin—at Wausau, June 7-9. 
Ohio—at Cleveland, June 9-11. 
Michigan—on board S.S. “Noronic,” June 


14-18. 


Illinois—at Springfield, June 16-18. 
Iowa—at Sioux City, June 21-23. 
Indiana—at Lafayette, September 2:-22. 


OTHER CONVENTION 


Financial Advertisers’ Association—at 


Detroit, Mich., September 21-23. 
APPOINTMENTS AT CLEVELAND 
TRUST 

A. Sampson, E. 
Corbett 
assistant 
Trust 


Joseph J. Andrassy, F. 
Kk. Haueisen, and H. J. C. 
promoted to positions as 
branch managers of the Cleveland 
Company, Cleveland, O. 

The company reports that for the ninth 
time in the last twelve years it leads all 
Cleveland financial institutions in the num- 
ber and amount of real estate loans with 
7329 mortgages for a total of $43,419,927. 
The second largest number for one bank 
was 5186 mortgages for a total amount of 
$36,659,818. Its mortgage loan record for 
the past twelve years is as follows: 
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“We feel that we are best serving 
the interests of our community by 
giving preference to helping finance 
insulated homes—espectally those 

built with Celotex.”’ 








O. H. Hoss, President, Farm and 
Home Savings and Loan Associa- 
tion of Missouri. 


Leading hLankers 
Agree 


Mr. Hoss has a broad viewpoint of community service that all 
bankers appreciate. He knows that no heat-leaking house 
measures up to modern standards of home comfort, healthful- 
ness or economy. 


Leading bankers recognize that insulated houses are better collat- 
eral. They cost less for upkeep, suffer less depreciation and sell 
or rent readily at a good price. Five years from now, they say, 
heat-leaking houses will be hard to dispose of. 


Mr. Hoss considers Celotex the best insulation. This remarkable 
insulating lumber offers unique advantages. 


Celotex is lumber manufactured from tough cane fibre. Thick- 
ness 7/16”; width, 4 ft.; lengths 8 to 12 ft.; weight, 60 Ibs. 
per 100 square feet. 


Used in outside walls as sheathing, replacing wood lumber, 
Celotex adds nothing to the cost of building. Under plaster on 
inside walls and ceilings, replacing lath, it costs only a trifle 
more. Celotex is stronger in wall sections than wood lumber. 
It is the only effective insulating material which provides this 
greater strength and is not an extra item in the building. 


Ask your architect, contractor or lumber dealer to tell you more 
about Celotex. Leaders in these lines recommend its use. Have 
your secretary write for a free copy of the Celotex Building Book. 
It explains house insulation fully. 


THE CELOTEX COMPANY, Chicago, Illinois 
Mills: NEW ORLEANS, LA. 
Branch Sales Offices in many principal cities. (See telephone books for addresses) 


Canadian Representatives: Alexander Murrey & Co., Limited. Montreal, Toronto, Halifax, Winnipeg, 
Vancouver 
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Bur roughs 
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The new transit machine of the Burroughs Adding Machine Co., Detroit, Mich., 
designed especially for use with the numerical transit system. Speed and 
visibility are its two chief attributes 


Number of Loans Plac COMMERCIAL OF TOLEDO 
1186 ENLARGES BRANCH 
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TOWNER JOINS STERN & CO. 
Horace Towner has been elected a vice- 
president of Lawrence Stern & Co., Inc., 
Chicago., the new investment firm which was 
organized some months ago to specialize ir. 
the underwriting and distribution of first 

mortgage real estate loans. 


FIRST NATIONAL OF PLATTSBURG 
OPENS NEW BUILDING 


The First National Bank, Plattsburg, 
Mo., has recently opened its new building, 
designed by Wight & Wight. At the samc 
time, it published side by side its state- 
ments of February 4, 1890 and February 4, 
1926, showing a growth in capital stock H. D. MESSICK 
from $50,000 to $100,000, in deposits from Vice-president Union Trust Company, Cleve- 
$40,830 to $888,699, in loans and discounts land, O., who helped to organize the first trust 
from $46,843 to $1,009,945, and cash from department in the State of Ohio in the Savings 


$23,108 to $133,197. Total resources rose and Trust Company of Cleveland in 189%. The 
s . . 4 21 an Savings and Trust Company through various 
pe pe $9 $1,372,- , 
one on period from {90,888 to 91,87 consolidations finally became a part of the 
ide Union Trust Company. 
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Alfred H. Swayne 
Chairman — ‘ice Presideni, 
Motors Corporation. 


Curtis C. Cooper 
President 

Albert L. Deane 
Vice President 

Pierre S. duPont 


Chairman, General Motors Corporation 
and E. I. duPont de Nemours e Co. 


Lammot duPont 
Finance Committee, 
Corporation. 


General 


General Motors 








GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 
Chairman, Bankers Trust Company, 


ew York 
John J. Raskob 
Chairman, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
‘resident, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 
Donald M. Spaidal 
Vice President 














Bank and Trust Company, Toledo, O., has 
been so great that it has been necessary to 
alter the quarters to almost double the capa- 
city of that office. In addition the capacity 
of the vault is being increased. 

The bank has also started work on the 
erection of a new building for its eleventh 
office, to be known as the Delaware-Detroit 
office. When completed, it will give the 
Commercial more offices than any other 
bank in the City of Toledo. 


PLAN FOR FINANCING CANNED 
GOODS 


In an article in the New York Journal of 
Commerce, Alvin C. Reis of the State De- 
partment of Markets of Wisconsin, deplored 
the fact that at present there is no satis- 
factory method of financing canned goods, 
due to the fact that they cannot be ware- 
housed as a product within the scope of 
the United States Warehouse Act. At pres- 
ent the act is restricted to “agricultural 
products.” He suggested that efforts might 
be made to have the act altered to include 
canned vegetables; or the laws of the sev- 
eral states might be altered to include them. 
The latter plan would be very difficult, and 
would cause a great duplication of effort. 


A third method by which this might be 
accomplished is by having the scope of the 
Federal Intermediate Credit Act altered to 
include canned vegetables. All these sug- 
gestions are based on what has been done 
in Mr. Reis’ own state, where he says there 
is “a statute authorizing the Commissioner 
of Markets to license and bond warehouses 
for the storage of ‘farm products,’ and by 
virtue of the definition contained in the 
Wisconsin Marketing law at the time that 
the Bonded Warehouse Act was passed— 
which definition included processed prod- 
ucts—it has been held that canned vege- 
tables come within the purview of the Wis- 
consin bonded warehouse statute.” 


TREATING MIND AND BODY 


Battle Creek College, Battle Creek, 
Michigan, reports that since it is the custom 
of a large number of bankers to spend a 
vacation at the Battle Creek Sanitarium, 
just across the street from the college, 
it has decided to institute courses of 
special interest to, them this summer, from 
June 24 to August 17. Professor James 
Harvey Rogers of the department of eco- 
nomics, University of Missouri, will give a 
course in “Money, Credit and Banking;” 
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and Professor E. S. Furniss, chairman of 
the department of economics, sociology and 
government at Yale University, will offer a 
course in “Labor Problems.” It is expected 
to have other prominent economists also 
give a series of lectures. Thus the bankers 
at Battle Creek may be refreshed and in- 
vigorated in both body and mind. 
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Western and Pacific 
States 


Comprising North Dakota, South Dakota, 
Nebraska, Kansas, Montana, Wyoming, 
Colorado, New Mexico, Oklahoma, Wash- 
ington, Oregon, California, Idaho, Utah, 
Nevada, Arizona and Alaska. 


STATE CONVENTIONS 
Kansas—at Wichita, May 20-21. 
California—at Del Monte, May 26-29. 
Oregon—at Gearhart-by-the-Sea, June 

4-5 
Washington—at Walla Walla, June 8-10. 
Utah—at Richfield, June 11-12. 


South Dakota—at Watertown, June 15-16. 

North Dakota—at Grand Forks, 
22-23. 

Colorado—at Glenwood Springs, 
25-26. 

Montana—at Butte, July 15-17. 

Wyoming—at Sheridan, Sept........ 

New Mexico—at Roswell, October 22-2: 


June 


June 


A. B. A. CONVENTION 
At Los Angeles, October 4-6. 


OLD NATIONAL-UNION TRUST 
MERGER PROPOSED 


It is reported that the Old National 
Bank, Spokane, Wash., is to consolidate with 
the Union Trust Company of that city. 
For many years they have been operating 
under the same ownership, though under 
separate charters. If the consolidation is 
effected, the invested capital will probably 
be increased to around $2,000,000. 

The Old National Bank had its inception 
in 1889 as a state institution known as the 
Pacific Bank. In 1891 it was chartered as 
the Old National Bank. The modern de- 
velopment and growth of the bank date 
from 1902, when D. W. Twohy and his 
associates purchased control of the bank 
and Mr. Twohy became president. In 1907 
the bank organized the Union Trust Com- 
pany, to meet the broadening needs of the 
community with a complete banking service. 

A splendid building to house the two 
banks was constructed in 1910. Evidently 
the bank is planning to build another even 
finer building, for Mr. Twohy, now chairman 
of the two institutions, in speaking of the 
proposed consolidation said, “The affiliation 
of these institutions will give to Spokane 
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a new banking house with materially in- 
creased capital.” 


NEW OFFICE FOR CALIFORNIA 
BANK 


On April 1 the California Bank, Los 
Angeles, Calif., opened another office, the 
Pacific Palisades branch, under the man- 
agement of J. Howard Steenson. This is 
the forty-third branch office of the Cali- 
fornia Bank. 


THE PACIFIC COAST AS A 
SECURITY MARKET 


Speaking on “Furthering Pacific Foreign 
Trade Through Pacific Coast Financing,” 
John E. Barber, vice-president of the First 
National Bank of Los Angeles, Calif., told 
the delegates to the Pacific Foreign Trade 
Convention that the Pacific Coast is ab- 
sorbing over $500,000,000 of securities every 
vear—10 per cent. of the total floated in 
the United States. 

“The Pacific Coast has become one of 
the great investment markets in the United 
States,” said Mr. Barber, “and by itself 
will absorb as much as $25,000,000 of a 
single well secured issue. Today the Pacific 
Coast is more completely self-sufficient than 
at any time in its history; in fact there is 
a surplus of investment capital over and 
above its normal requirements. It is proper 
and desirable that some portion of this 
excess capital, which is seeking profitable 
employment, be directed toward the in- 
crease of the overseas commerce of Pacific 
ports. 

“Many projects in the Pacific trade area 
do not justify a public offering in the pres- 
ent state of their development. ‘They may 
better be financed through development or 
investment companies organized by Pacific 
Coast bankers under expert management 
and responsible sponsorship, which would 
enlist Pacific Coast capital in furthering 
Pacific foreign trade until such foreign en- 
terprises attained the size and background 
warranting a public offering of their se- 
curities to investors. 

“The commercial history of the world has 
demonstrated the effectiveness of invest- 
ment in promoting foreign trade. To do 
this requires time and a large variety of 
manufactures, but the most needful action 
is the investment of Pacific Coast capital 
in lines and enterprises to which that re- 
gion sells its goods.” 
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EAVY plate steel, square-cut and ex- 
panded into a continuous diamond 
mesh sheet, erected solidly layer upon 
layer, then filled with well-proportioned 
concrete. It results in a vault that is 
a monolithic mass (walls, roof and floor) 
of concrete and thousands of steel dia- 
monds—well nigh impenetrable. 
Steelcrete Armor Mat has solved the 
vault problem—recognized as “the high- 
est protection at moderate cost.” Send 
for booklet, “‘Protection.”’ 
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EXPANDED METAL COMPANIES 
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Thus it is, he pointed out, that compared 
with the period before the war, the for- 
eign trade of the United States has doubled 
in value, and the Pacific Coast’s share of 
that trade has quadrupled in value. 
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Dominion of Canada 
ECONOMIC CONDITIONS IN CANADA 
By J. W. Tyson 


AVORABLE developments in the busi- 

ness situation continue to predominate. 
Railway car loadings are higher than for 
some years. There is less unemployment 
than at this season during any of the last 
five years. Building operations continue 
active, showing an increase of about 25 
per cent. over 1925. Savings bank deposits 
are increasing and the surplus of such 
deposits over current loans is perhaps the 
largest in the country’s history, indicating 
an easy supply of money for trade and in- 


dustrial expansion. The movement. of goods 
to consumers is in increased volume but 
merchandise stocks in the hands of retail- 
ers are small; business is still on 
a hand-to-mouth basis. Manufacturers 
are beginning to feel the benefit of the 
improved buying power resulting largely 
from better agricultural incomes. The 
mining industry, particularly in central 
Canada, is booming and the lumber industry 
shows some recovery. The steel industry is 
showing moderate but healthy expansion. 

Discouraging factors include extremely 
high taxes from which there is no evidence 
of any early relief, and a political situa- 
tion of unusual uncertainty, with the Gov- 
ernment holding power only with the sup- 
port of the more radical elements which 
seem bound to influence legislation in a 
manner unfavorable to business as the price 
for their support of the administration. 

“Full Speed Ahead with Caution” is an 
expression descriptive of the present busi- 
ness situation in Canada recently employed 
by an industrial leader, which seems to 
summarize pretty well the present attitude 
of industrial, commercial, and financial ex- 
ecutives. The developments in the situa- 
tion in the United States are being closely 
watched. The recovery in Canada was 
slower in starting, and has been more mod- 
erate in its pace, than in the United States. 
The tendency of Canadian investors, as re- 
flected by the stock market, to act inde- 
pendent of Wall Street leadership pre- 
vailed for a time, but when the big slump 
came in March there was a realizing move- 
ment in relation to the stocks which had 
been favored speculatively and an adjust- 
ment of values to a basis which indicated 
a more conservative attitude as to the busi- 
ness outlook. Altogether this adjustment 
has been regarded as a favorable develop- 
ment as having the effect of checking a 
speculative movement which had the usual 
dangers. 

In the business situation there is no 
evidence of inflation as yet and in most 
respects a spirit of caution is being ex- 
ercised. Instalment selling, as effective in 
removing goods from category of inven- 
tories in the hands of manufacturers to 
consumers who have not yet paid for them, 
is looked upon as one possible danger point 
However, instalment selling in Canada is 
regarded as still being on a relatively sound 
basis. In other directions experience ob- 
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tained during the recent period of deflation 
and depression is having its effect. This 
experience has had its good influences in 
the opinion of A. F. White, president of 
the Standard Bank of Canada. Mr. White 
told the annual meeting of shareholders 
of the bank that the result has been the 
adoption of more modern and efficient 
methods which have worked alike to the 
benefit of the business community and the 
banks; during the last three or four years 
there has been a vast improvement gen- 
erally in business management and control. 
The cautious attitude, resulting from ex- 
periences during the depression period, is 
also in evidence in public finance in munici- 
pal affairs where the voters are exercising 
an influence over local expenditures. Dur- 
ing 1925 the grand total of new borrowings 
was $100,000,000 below the 1924 total and 
the ratio of reduction has been even greater 
thus far in 1926. 

There is plenty of money available as 
indicated by the fact that bank savings 
deposits are more than $400,000,000 greater 
than commercial loans. During pre-war 
times when the country was expanding, 
loans were consistently larger than deposits. 
There is thus a big surplus of readv money 
on which any warranted expansion can be 
readily financed. But it is realized that 
until there is a resumption of immigration 
on an important scale and an increase in 
the country's population any extensive pro- 
gram in business, municipal or national ex- 
pansion is not warranted. The matter of 
encouraging immigration is having the at- 
tention of the transportation companies and 
the Government. At the same time the con- 
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tinued movement of people from Canada to 
the United States is receiving serious con- 
sideration and in this connection pressure 
is being brought to bear upon the Govern- 
ment to adjust the taxation in this country 
in accordance with the reductions which have 
recently been made by the Washington 
administration. 

Considerable study is being given to the 
matter of trade regulations for the benefit 
of Canadian industry. The pulp and paper 
‘ndustry in British Columbia is becoming 
increasingly prosperous and credit for this, 
in part at least, is being given to the new 
trade treaty with Australia. Under the 
Canadian Australian trade treaty, which 
provides a preferential tariff treatment for 
Canadian pulp and paper, new business 
amounting to $1,500,000 has been directly 
traceable to the tax since October 1 last. 
International Harvester Company has se- 
cured important timber lands in British 
Columbia, and American capital is being 
interested in the pulp and paper industry. 

In an endeavor to increase the manufac- 
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ture of paper within the province, the 
Ontario Government has stipulated, in con- 
nection with extensive sales of pulpwood 
from areas running into many thousands 
of square miles and involving many millions 
of cords of wood, that all raw materials 
shall be completely manufactured into paper. 
The exportation of hydro electric power 
produced within the Province of Quebec 
is being prohibited. These steps by the 
provinces, which are expected to be fol- 
lowed by others of a similar character, are 
aimed to secure the highest possible bene- 
fits from the country’s raw materials. It 
seems doubtful whether Ottawa will act on 
the question of a national embargo against 
the export of all pulpwood. The action 
taken in Ontario has to do with pulpwood 
The Federal Gov- 
ernment hesitates to prevent the exporta- 
tion of wood from private lands, because, 
in some parts of the country, this would 
rob the pulpwood farmers of their best 
market—that is to sell for export to the 
United States. 

The Canadian Council of Agriculture has 
gone on record favoring—by means or re- 


from crown lands only. 


ciprocal arrangement—a reduction in the 


duty on cattle entering the United States. 
It is believed here that the American tariff 
is aimed at exports from South America 
and Mexico rather than those from Canada. 
It is felt, however, that if any arrangement 
is made between Canada and the United 
States affecting the cattle industry it should 
be in the form of a lasting treaty rather 
than a regulation assured of no longer life 
than that of the current administration. 
The Canadian cattle industry benefitted sub- 
stantially when the American market was 
thrown open some years ago, but the bene- 
fits so obtained were very largely lost when 
the market was closed again and thousands 
of head of Canadian cattle, mostly from 
the western prairies, had to be sold at 
sacrifice prices. Subsequently Canadian 
cattle breeders have again been producing 
breeds and types suitable for finishing to 
advantage in Canada for export to the 
British market. The Canadian cattle 
industry is now being rebuilt on this basis 
and the throwing open of the American 
market, without assurance of reasonable 
permanency, would be a doubtful benefit. 
The chain store having introduced keen 
competition in the matter of prices for 
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standard as well as staple articles, a cam- 
paign looking to price stabilization has been 
launched. The tire manufacturers and dis- 
tributors have already worked out a sys- 
tem for the maintenance of prices on stand- 
ard makes and retail and wholesale grocers, 
together with a group of food specialty 
manufacturers, have inaugurated, on a small 
scale, a price maintenance policy on some 
of the trademarked lines. Similar action 
is being considered in the drug _ trade. 
Methods employed in Great Britain, which 
have been more or less successful for forty 
years, are being studied as to their suita- 
bility for adoption in Canada. The extent 
of the success of the movement is doubted 
by many close students of merchandising 
tendencies and developments will be closely 
followed. 


STANDARD BANK OF CANADA 


Improved business conditions were ex- 
perienced by the Standard Bank of Canada, 
Toronto, Ontario during the year ending 
January 31, as indicated by the fact that 
current loans increased by more than $2,- 
000,000 and this improvement found reflec- 
tion in profits, which totalled $773,823. 

In view of the absorption of the Sterling 
Bank of Canada, which was effected during 
1924, it is interesting to compare the earn- 
ings of recent years on the basis of paid up 
capital. During 1923, when the paid up 
capital amounted to $4,000,000, the profits 
represented 17.73 per cent. During 1924, 
when the average paid up capital was in- 
creased, the showing was 16.96 per cent. 
on the average on which dividends were 
paid. During 1925 the showing was 16.05 
per cent. on the larger paid up capital of 
$4,823,400. In all cases there was a sub- 
stantial margin of earnings over the 12 
per cent. dividend paid. 

The bank’s total assets, increased by over 
$3,000,000 to a total of $86,559,055. 


NEW EASTERN OFFICE 


Following out the policy of decentraliz- 
ing administrative control, which has been 
adopted by a number of the Canadian banks 
in recent years, the Bank of Nova Scotia, 
Halifax, Nova Scotia, announces the ap- 
pointment of H. L. Enman as supervisor 
of eastern branches, with headquarters in 
St. John. 
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EARNINGS OF CANADIAN BANKS 


Following is a comparative summary 
showing the percentage of earnings on capi- 
tal and on capital and surplus of the vari- 
out Canadian chartered banks: 


Percentage of Earnings on Capital 
Nova Scotia 21.38 
Bank of Toronto 20.26 
Dominion Bank 19.28 
TE OE GUT cnceiiescncteccsisntccecsorncssanesnestente 17.43 
Royal Bank 16.73 
Imperial Bank 16.60 
Standard Bank 16.04 
Bank of Montreal 15.40 
Banque Canadienne 14.95 
Provincial Bank 13.67 





























Earnings on Capital, Rest and Surplus 
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Growth of the International Securities 
Trust of America 


UCH interest in financial circles at- 
M taches to the recent annual report 

of the International Securities 
Trust of America because, in the first place, 
this is the first institution of this kind to be 
organized in the United States, and in the 
second place because it has adhered very 
strictly from the outset to the principles 
successfully developed by the British invest- 
ment trusts over a long period. 

As shown by the report submitted to 
shareholders at the annual meeting on March 
22 the total assets of the International Se- 
curities Trust of America on November 30, 
1925, were $6,819,647 as compared with $1,- 
438,582 on November 29, 1924. Over this 
period the capital paid in by preferred and 
common shareholders has increased from 
$647,523 to $3,375,387 and the amount 
paid in by bondholders increased from 
$680,000 to $3,000,000. 

The trustees also submitted at this meet- 
ing the condensed balance sheet of March 1, 
1926, which reveals total resources of $10,- 
342,300, of which $5,000,000 has been paid 
in on the 6 per cent. secured gold bonds, 
$3,425,000 on preferred shares (Series A, 
B and C), and $1,529,820 on common shares. 
There were, on March 1, 1926, 43,725 no par 
value common shares outstanding, as com- 
pared with 36,224 on November 30, 1925. 

Net earnings available for dividends on 
common shares were $164,992 for the 
year ended November 30, 1925, after de- 
duction of the special bond interest and 
preferred dividend reserves. Of this amount 
$91,763 was paid out in dividends on common 
shares. Dividends paid on the common 
shares have risen from an equivalent of 
$2 annually in September 1924, to $3.80 
on March 1, 1926. The trustees report that 
interest on the bonds has been earned over 
three and one-half times; dividends on the 
preferred shares over four times and divi- 
dends on the common shares approximately 
twice. 

Regarding dividends paid on the common 
shares the trustees comment as follows: 

“The dividends on the common shares on 
November 30, 1924, were at the annual rate 
of $6 per share, or an equivalent of $2 
\per share on the present shares. On Decem- 
ber 13, 1924, a 200 per cent. share distribu- 
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tion was made on the common shares, thus 
multiplying the number of outstanding com- 
mon shares by three. The cash dividend was 
thereafter increased during the year to an 
annual rate of $3.40 as of November 30, 
1925. The dividend policy of the trust has 
been fully justified by the earnings received, 
as shown in the audited statement. 

“The 200 per cent. share distribution 
above mentioned was largely for the pur- 
pose of providing a more attractive share 
unit offering to the public, and at the same 
time providing a larger amount of senior 
capital.” 

It is interesting to note that approximate- 
ly half of the capital has been raised by 
sale of bonds to the investing public, 34.4 
per cent. by the sale of preferred shares, 
and 15.3 per cent. by common shares. 

The distribution of investments with re- 
spect to bonds, common and preferred 
shares, and as to the different types of se- 
curities is shown to be: 


Per 
cent. 

.- 60.683 
39.317 


Preferred and common stocks 

100.00 
47,579 
40.502 
11.919 


Railroad, public utility and industrial 
Banking, finance, land bank and misc. 
Government and municipal 


100.00 
Regarding policies pursued in the invest- 
ment of capital of the International Securi- 
tries Trust of America the report states: 
“In accordance with its fundamental prac- 
tice, the trust has, during the last year, 
bought a great many different high-grade 
securities in depressed markets wherever 
they have occurred in the world, and from 
time to time has sold securities which have 
advanced through buoyant markets to a 
point out of line in yield, enabling the trust 
to buy elsewhere securities of equal quality 
at lower prices. This practice has resulted 
in a fairly rapid rate of turnover. As is 
readily recognized, in order to obtain capi- 
tal profits from turnover, it is necessary for 
the trust to keep its investments in securi- 
ities of highly marketable character. This 
insures to the security holders in the trust 
the ability of the trustees to liquidate its 
holdings promptly under almost any con- 
ceivable circumstances.” 





New building of the Republic National Bank of Dallas, Texas 


Imposing New Home of Republic 
National Bank of Dallas 


New Structure is Tribute to Enterprise and 
Initiative of Texas Bank 


ital of $100,000, and having grown, 


Pita ers six years ago with a cap- 
without any consolidation or absorp- 


tion, to an institution with deposits 
of nearly $24,000,000, the Republic National 
Bank of Dallas, Texas, moved on Feb- 
ruary 15, last, into its imposing new home. 
The new Republic National Bank building 
rises to a height of twenty-one stories, and 
its dome graces the Dallas skyline 350 feet 
above the street level. It is exceeded in 
height by only one other in the entire South- 
west. 


Opening on February 14, 1920, the 
Republic National Bank, then known as the 
Guaranty Bank and Trust Company, had at 
the close of its first day’s business total 
resources of $916,869, while today its re- 
sources have grown to more than $30,000,- 
000. Deposits at the end of 1920 were $4,- 
794,197. At the end of 1921 they had grown 
to $6,507,074. In the next twelve months a 
gain of almost 100 per cent. was recorded, 
with a total at the close of 1922 of $12,207,- 
218. The ratio of gain in deposits has been 
steadily maintained since, as the figures for 
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the next three years show. At the close 
of 1923 they were $16,969,220; at the end 
of 1924, $18,365,682, and at the close of 
business for 1925, $23,678,983. On February 
1, 1926, the total of deposits was about $25,- 
000,000. 

This growth has been that of the Republic 
National Bank. There has been no consoli- 


W. O. CONNOR 
President Republic: National Bank of Dallas 


dation and no absorption of other institu- 
tions. The banking history of the South- 
west shows few if any instances of such 
steady and consistent growth as is here re- 
flected. Nor was chance a factor in the re- 
markable development of this institution, 
but rather the fact that it has been built 
upon the basic foundation of sound banking. 
As its deposits and resources have in- 
creased the bank has enlarged its facilities 
for service, the new building, erected at a 
cost of nearly $2,000,000, being the logical 
outcome of a constantly expanding vision 
and the necessity for more room. ‘The 
building replaces a Dallas landmark, the 
old Scollard building, a seven-story struc- 
ture and the city’s earliest skyscraper. 
Organization in 1924 of the Republic 
Trust and Savings Bank was another step 
in the program of service, since the new 
institution in affiliation with the old gave to 
the Republic banks in combination func- 
tions not before possessed by the national 
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bank. Development of the trust and savings 
bank has been as remarkable as that of the 
parent institution, its statement as of De- 
cember 31, last, showing resources of $3,- 
656,732. Between the two every sort of 
service incidental to banking in all its 
branches is afforded, all within the same 
structure and largely under direction of a 
single group of men, each specializing in 
his own field of finance, trust service, bond 
and mortgage investment and related activi- 
ties. 

The new building of the Republic Na- 
tional Bank the Republic Trust and Savings 
Bank at Main street and Exchange place, 
the heart of the downtown business 
and financial district of Dallas. Not only is 
the Republic building the second tallest in 
the city, but it is, in exterior and interior 
design and finish, one of the finest banking 
and office structures in the country. Graceful 
in its external lines, its banking rooms in 
particular are extraordinary for their 
spaciousness, beauty and convenience, prob- 
ably equalling any institution of its charac- 
ter in the South or Southwest. 

The building faces 96 feet on Main street, 
with a depth of 100 feet on Exchange place. 
I'wenty stories above the ground in height, 
it is surmounted by a 60 foot tower, the 
dome of which is 350 feet above the side- 
walk level. A basement and sub-basement 
provide space for vaults, storage, toilet 
facilities, boiler rooms and mechanical ac- 
cessories for the operation of the building. 
The lower basement floor level is 34 feet 
below the sidewalk line. 

Of steel frame construction from bottom 
to top, the steel columns fireproofed with 
concrete, the structure carries concrete 
floor slabs over which the finished floors are 
built. The entire exterior on all sides from 
the top of a polished granite base to the 
nineteenth floor line is faced with Bedford 
Indiana limestone, the two street faces being 
tooled in vertical lines to give variation to 
the stone surfaces. The north and west 
walls have a plain sand finish. 

At either side of the main entrance to the 
banking rooms are large columns of Bed- 
ford stone topped with carved capitals in 
single pieces of stone, with pilasters at either 
side finished in the same design. Carved 
stone belt courses appear at intervals with 
cornices of slight projection at the fourth 
and fifth floor lines. All of the exterior 
walls above the nineteenth floor and the 
cornices are of mat glazed terra cotta in 
color to match the stone and ornamented 
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in keeping with the general design. The 
tower above the roof is three stories in 
height with sight-seeing balconies at the 
second and third floor levels, each surround- 
ed and protected by ornamental balus- 
trades of stone. 

The upper portion of the tower is circular 
in form with ten Doric columns supporting 
the top, which is surmounted by a dome to 
be finished in pure gold leaf. The tower 
will carry special lighting equipment for its 
illumination at night, while the gold-covered 
dome will make the building visible for many 
miles outside the city in daytime. The 
tower is, like the remainder of the struc- 
ture, of steel frame construction and entire- 
ly fireproof. 

The Republic banks will occupy the two 
basements, the first and mezzanine floors 
and the second floor, with entrance to the 
elevator lobby and the upper floors through 
a lobby on the west side of the ground 
floor. This corridor, which has a separate 
street entrance from the banks, is finished 
and decorated in harmony with the re- 
mainder of the lower floors, with a coffered 
ceiling decorated to match that of the 
banking rooms. From this lobby five multi 
voltage high-speed Otis elevators serve the 
upper floors. These elevators are provided 
with automatic doors, opened and closed 
without manual effort. All floors in corri- 
dors of the office section of the building 
are of gray and tan terrazzo, and all wood- 
work above the banking section of full 
quarter-sawed white oak in natural finish. 
Corridor walls have a Tennessee marble 
wainscot, with office floors of gray and tan 
terrazzo. 

Heat for the entire building is supplied 
from two Babcock & Wilcox boilers of 225- 
horsepower capacity, located in the base- 
ment, and so connected that high or low 
steam pressure may be used, with either 
gas, oil or coal as fuel. T'wo 12,000-gallon 
tanks carry oil reserves, while several car- 
loads of coal also can be stored. In the 
sub-basement is located other machinery es- 
sential to the operation of the building, in- 
cluding all electrical installations. Ther- 
mostatic control of heat is provided in the 
banking rooms. A special ventilating sys- 
tem, by which all air may be changed six 
times a minute, is provided for the five floors 
of the bank section and to all of the vaults 
in both basements. Fresh air is drawn into 
the building from above the seventh floor 
line, taken into a circulating fan room and 
thence forced under draft to all parts of 


the banking rooms, ventilating tubes ending 
in ornamental plaster grilles, decorated in 
conformity with their environment. ‘The 
architects for the building were C. D. Hill 
& Company of Dallas. 

W. O. Connor, president of the Republic 
National Bank and chairman of the board 
of the Republic Trust and Savings Bank, 


F, F. FLORENCE 


First vice-president Republic National Bank 
of Dallas 


came to Dallas in 1867 when there was a 
population in the village of that day of 
about 600 people. He has lived in Dallas 
continuously since, with the greater part 
of the intervening time spent in the firm 
of Sanger Bros. as general credit manager. 
In his regime in that position the annual 
sales of the organization were expanded 
from a very small amount to the twelve or 
fourteen million-dollar point. 

In the last six years under his guidance 
as president the Republic National Bank 
of Dallas has grown from a small beginning 
to the present dignity of nearly $25,000,000 
of deposits. This growth is attributed by 
Mr. Connor to the excellent organization 
drawn about him and the steadfast program 
of safety, security and_progressiveness. 
His long commercial experience has given 
him a state-wide acquaintance of great value 
to the bank. 
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Main banking room of the Republic National Bank of Dallas 


F. F. Florence, first vice-president, was 
born in New York City, and with 
his parents moved to Rusk, Texas, in 1892. 
He began his banking career in Rusk during 
the year 1907 and was active officer in east 
Texas banks until coming to Dallas on May 
15, 1920, as first vice-president of this bank. 
For eight years previous to that time he 
had been president of a bank at Alto, Texas. 

William Z. Hayes, vice-president, was 
born in Omaha, Morris county. He was an 
officer of the Texas State Senate two terms, 
served four years as a state bank exam- 
iner of Texas, the last year of which he was 
Chief State Bank Examiner. He was a na- 
tional bank examiner for six years, working 
in Texas, Louisiana, Nevada, California, 
New York, Connecticut, New Jersey and 
New York City, from which work he came 
with the Republic National Bank of Dallas 
in January 1920. 

John R. Haven, vice-president, was born 
and reared in Denison, Texas, and has been 
active in the banking world for the last 
twenty-five years. Mr. Haven has always 
been active in the Texas chapter of the 
American Institute of Banking, served one 
year as vice-president of the savings bank 
section of the chapter and one year as 


president of the national bank section. For 
three years he was a member of the execu- 
tive committee of the savings bank section 
of the American Bankers Association. 

John E. Owens, vice-president, was born 
in Galveston. He was a special banking 
service representative for the Texas Farm 
Bureau Cotton Association for over two 
years and then general manager of the 
Texas Cotton Growers’ Finance Corporation, 
a subsidiary of the cotton association, for 
several months. After that he became vice- 
president of the Central National Bank and 
president of the Central State Bark and 
Trust Company. He went with the Re- 
public National Bank of Dallas, in October 
1925, as an active vice-president. 

Rupert Eldridge, cashier of the Republic 
National Bank, was born in Brenham, 
Texas. In 1920, he resigned as assistant 
cashier of the Security National Bank, and 
accepted cashiership of the Guaranty Bank 
and Trust Company, now the Republic Na- 
tional Bank. 

R. F. Nicholson, comptroller of the bank, 
was born in Brenham, Texas. He became 
‘associated with the Republic National Bank 
of Dallas as comptroller in January 1925. 
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A drawing showing a night view of the lagoon, which will be one of the features of the Sesqui-Centennial 
International Exposition. In the background is the tower of light, in front of which is the cascade 


Liberty Celebrated by Exposition 


Exposition which will open in Phila- 

delphia on June 1, and will continue 
until December 1, will not only commem- 
orate the 150th anniversary of the signing 
of the Declaration of ludependence, but 
will present an opportunity for all na- 
tions to present, through comprehensive 
exhibits, the progress made during the past 
century and a half. 

These exhibits will portray the cre- 
ative efforts and the productivity of 
man; they will epitomize ihe development 
of transportation, trade, manufacturing, fi- 
nance, industry, agriculture, education, fine 
arts, liberal arts, mining, and social econ- 
omy. 

They are being collected in all quarters 
of the globe and will be presented in the 
displavs of the Umited States and the 
following foreign countries: Argentina, 
Brazil, Egypt, Haiti, Hungary, Japan, 
Liberia, Nicarauga, Panama, Roumania, 
Spain, India, Great Britain, Holland, Ger- 
many, Austria, Denmark, France, Czecho- 
slovakia, Sweden, Tunis, China, Persia and 
Cuba 

Marnmoth exposition palaces providing ex- 


T 1E Sesqui-Centennial International 


position space of more than 1,750,000 square 
feet, or more than thirty-five acres are lo- 
cated in the midst of a trace of 1000 acres. 
More than twenty special buildings are now 
being built at the expense of outside agen- 
cies, governmental, state and commercial. 

The Palace of Manufactures and Liberal 
Arts will contain 338,992 square feet in 
exhibition space, or 7.75 weres, and will 
portray the latest advances made in science. 
Intensive displays of modern methods of 
communication will be made. There will be 
shown the evolution of the telephone, tele- 
graph, wireless and radio and every indus- 
trial agency. The visitor will likewise see 
revealed the manufacture of nooks and pub- 
lications. Medical and surgical science will 
be afforded adequate display for an under- 
standing of the advances «rade. 

The Palace of Agriculture, Food and 
Dairy Products, now completed contains 
367,592 square feet of exhinttion space, or 
8.35 acres. Displays of fluwers, fruits, for- 
estry, vine culture, and methods of pre- 
paring and cooking foods will be included. 
The growing of tobacco and its preparation 
for the market, the various changes that 
accompany the preparation of sugar cane 


628 
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An aeroplane view of the stadium in which the sports events of the Sesqui-Centennial International 
Exposition will be held 


for consumption, and the transformation of 
wheat and other grain into bread will be 
shown graphically. 

The exhibit of the monumental achieve- 
ments of modern engineering will be cen- 
tered in the Palace of Machinery, Mines, 
Metallurgy, and Transportation. It will 
have a floor area of 493,650 square feet, or 
11.3 acres, and will cost approximately 
$1,250,000. The development of the auto- 
mobile will be portrayed. ‘There will be 
huge displays of marine engines, steam tur- 
bines, locomotives, electric engines and 
dynamos. Modern means vr locomotion by 
rail, water and air will be conspicuously 


shown. 
Contests in Every Known Sport 


In the stadium, which will have a seating 
capacity of 150,000 and facilities for 200,- 
000 and which is now nwre than 90 per 
cent. completed, will be cuacted the expo- 
sition pageantry and sports events. Sports 
will play a prominent role m the program. 
Contests in virtually every known sport 
will be held. Arrangements have been 
made for national and international games 
and matches. 

The musical program includes _ both 
American and foreign talent. Orchestras, 
bands, opera companies, and soloists will 
vie for the favor of music loving audiences. 
An “organists’ organ,” valued at $150,000, 
one of the largest in the world, will be 
built for the exposition. Daily concerts 


in the auditorium will be given from 
12 until 1 o’clock. 

A notable collection of pictures will be 
brought together from various parts of 
the world. More than a thousand _paint- 
ings have been promisea ror exhibition. 
These will be housed in a building devoted 
to fine arts. 

The auditorium, with « seating capacity 
of 20,000, will be the meeting place of many 
of the 190 organizations scheduled to hold 
their annual conventions in Philadelphia. 
Ideal accommodations have been provided 
for exhibitions, among which will be the 
automobile show, aviation show, interna- 
tional poultry show, and the Sesqui-Cen- 
tennial dog show. 

A city of towers, minarets and lights will 
be revealed in the pastel tinted stucco build- 
ings. Architectural influcnces tend toward 
the Assyrian and Babylonion in the col- 
umns, friezes, and symbolic features. 

A local Hollywood will be erected by the 
motion picture industry. Cinema stars will 
make actual pictures before an audience 
of exposition visitors. These will later be 
released upon the screen at the exposition. 


The Gladway; the Center of Amusements 


The Gladway will be the center of amuse- 
ments. The waterways will consist of miles 
of winding streams and broad peaceful 
lagoons. Singing gondolicrs will ply the 
waters in Venetian gondolas. Along the 
shores of the lakes and waterways will be 
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The auditorium of the Sesqui-Centennial Exposition. It will have a seating capacity 
for 20,000 people 


restaurants, pavillions, and rest places. 
Among the features of foreign partici- 
pation will be the Taj Mahal which will be 
erected in connection with the Indian ex- 
hibit; a reproduction of a Roumanian vil- 
lage: and a Spanish Pavilion, in which will 
be exhibited specimens of Spanish art. 
Aviation will be one of the important 
and interesting features ef the Sesqui- 
Centennial. It will mark the first time 
that flying will be a regular daily feature. 
Two flying fields, one of 120 acres and an- 
other of 90 acres, will be used in connec- 
tion with the Philadelphia Navy Yard fly- 
ing field. Altitude, distance, and endurance 
tests are scheduled for participation by 
notable aviators. ‘The National Aeronautic 
Association recently accepted the invitation 
of exposition officials fox ene national air 


; 


races to take part in Septernwer. 


Women to Have Large Part 


Women of Philadelphia and the nation 
will take an active and prominent part in 


the exposition. The Women’s Board of 


the Sesqui-Centennial International Exposi- 
tion under the chairmanship of Mrs. J. 
Willis Martin, will reproduce a section of 
High street, now Market street. This will 
represent the contribution of women 
throughout the country. Not only will it 
be a duplication of Philadelphia as it was 
in the time of William renn, but it will 
portray the twentieth century activities of 
Women in an eighteenth century setting. 

The visitor will see an aweurate reproduc- 
tion of the house in which Washington 


lived when in Philadelphia. Close by will 
be the home of Robert Morris. Journey- 
ing yet a little further, the visitor may 
enter the home of Benjamin Franklin. The 
Franklin shop, where Benjamin Franklin 
experimented with typeserting and book- 
binding; the counting house where Stephen 
Girard made his notes; and the house where 
Thomas Jefferson drafted the Declaration 
of Independence will be «meng the inter- 
esting features of the exhibit. 

The proximity of the Philadelphia Navy 
Yard, one of the largest units of the Gov- 
ernment’s naval forces, will cause this to 
be one of the most interesting side-lights 
of the exposition. It is located adjacent 
to the southern part of the exposition and 
contains many objects of interest to the 
visitor. The largest naval aircraft factory 
in the world, and the largest dry-dock and 
facilities for building armed sea craft are 
situated there. 

The large force of sailors and marines 
stationed at this point will be augmented 
in order to present drills and displays of 
the ability of our sea forces. A recent con- 
gressional appropriation will be utilized in 
connection with the Navy’s participation. 

A military camp covering forty acres has 
been set aside for troops to be stationed 
at the exposition grounds during the course 
of the celebration. Programs have been ar- 
ranged for reviews, military parades, sham 


battles, and similar events. 
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A map of The Netherlands showing the location of branches of the Incasso-Bank 
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Old premises of the head office of the Incasso-Bank at Amsterdam 


History of the Incasso-Bank, Amsterdam 


Beginning in 1891 with One Office, Now Has Branches in 
‘Twenty-six Cities in The Netherlands 


Amsterdam in 1891, to take over the 

banking business formerly conducted 
by the firm of Goedewaagen & Co. Goede- 
waagen & Co. were also brokers, so five 
years later, in 1896, the bank took over 
also the stock business of that firm. It 
was not until 1903, however, that the bank 
embarked on the policy of establishing 
branches. In that year a branch was es- 
tablished at Rotterdam. In 1907, a second 
branch was established, this one at Almelo. 
Then intervened a period of ten years, fol- 
lowed in 1917 by the opening of branches 
at Dordrecht, Arnhem, The Hague, Zaandam 
and Delft, through the amalgamation with 
the banking firms of de Koning & Co., N. 
V. Crediet, Deposito & Effektenbank, 
Pronvinciebank, and M. le Grelle & Co. In 
1918, the bank took over the Nederlandsche 
Credietvereeniging, and the Bank voor 
Handel en Belegging, at Arnhem, estab- 
lishing branches in Arnhem, Utrecht, Ny- 
kerk, and Wormerveer. in 1919, Wieg- 
man’s Bank, Amsterdam, was merged with 


Tio Incasso-Bank was founded at 


the Incasso-Bank, and the offices of the 
former at Hilversum and Maastricht taken 
over. In 1920, the Hilversum branch took 
over the business of Perk & Everts; the 
bank took over the Provinciale Bank, Bois 
le Duc; and branches were opened at 
Enschede, Bois le Duc, Tilburg, and Leeu- 
warden. Branches were opened at Gron- 
ingen and Eindhoven in 1922, and a branch 
at Schiedam in 1924. 

The bank now has branches in all the 
principal ports, financial and commercial 
centers, and in the industrial and rural 
districts of The Netherlands, as is shown 
by the map on the accompanying pages. 
In the more important cities, there are a 
number of branches; eleven in Amsterdam, 
two in Rotterdam, and three at The Hague. 

Another idea of the growtn of the bank 
is given in the statements of the bank as 
to capital, earnings from various sources, 
and dividends. At ten year intervals, they 
have been as follows: 
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New building of the head office of the Incasso-Bank at Amsterdam 


(in florins) 


Collection and 
commission 
3,686 
74,601 
225,153 
1,658,643 
1,447,852 


Year Capital 

1891 104,000 
1900 4,000,000 
1910 8,000,000 
1920 25,000,000 
1924 25,000,000 


The name Incasso-Bank means, in En- 
glish, “collection bank,” but the bank by 
no means confines itself to this class of 
business alone. Of course, the collection 
department is still a promment and im- 
portant part of the bank, but the bank also 
has facilities for all that pertains to a 
complete modern banking business. These 
include a merchandise department to assist 
in financing foreign merchandise business 
by clean and documentary commercial 
credits and drafts, and to furnish informa- 
tion regarding foreign trade, markets, 
names of buyers, credit ratings, tariffs, ex- 
port methods, etc.; a foreign exchange de- 
partment; and a stock department. 

This last-named department compiles and 
publishes, at regular intervals, a review of 
the Amsterdam stock market, giving in- 
formation on the course of affairs on the 
stock market, and in regard to general fi- 
nancial and economic subjects which, in 


Interest 


341,215 
788,882 
3,712,029 
3,755,618 


Stock business 
foreign bilis 
4,074 641 
140,789 
199,344 
2,513,683 
1,315,467 


Expenses 
3,313 
142,038 
480,497 
3,370,950 
3,079,056 


a measure, influence the market. It has 
been noticed that there is a keen interest 
in other countries in stocks and bonds 
quoted on the Amsterdam Stock Exchange, 
both for investment and arbitrage purposes. 
Hence, the bank has the review translated 
into several other modern languages, and 
sends copies to interested persons without 
charge. 

The quarters of the head office at Amster- 
dam have been considerably extended lately, 
through the completion in September 1925, 
of a new building at the corner of Heer- 
engracht and Vyzelstraat. The building is 
located in the immediate vicinity of the 
old premises, as shown in the bird’s-eye 
view of Amsterdam on another page, show- 
ing the location of both buildings. Both 
are in the center of the city. Some views 
of the buildings are shown on accompany- 
ing pages. 





Top to bottom: Branch offices of the Incasso-Bank at Utrecht, Gronigen, and 
Amsterdam (in the Diamond Exchange Building) 
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A bird’s eye view of a part of the City of Amsterdam. 


The asterisk marks the location of the old head 


office of the Incasso-Bank, and the cross indicates the site where the new building has been erected 


A number of the branches of the bank 
are also shown. The map on page 636 
gives an idea of the Incasso-Bank’s po- 
sition in the domestic economic life of 
The Netherlands, through these branches. 
































It gives also an idea of the foundations 
underlying the bank’s intercourse with for- 
eign countries. First of all, there are the 
old inte;national connections of The Neth- 
erlands, zesulting from the ocean traffic 


The directors’ room of the Incasso-Bank, Amsterdam 
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K. G. GOEDEWAAGEN 


Entrance to the safe deposit vault of the Incasso- Knight of the Order of the ““Nederlandsche 
Bank, with the vault door open in the Leeuw,” founder of the Incasso-Bank, 
bicegroarl who died on August 31, 1924 


through its ports, and its colonial pro- H. M. Roelofsz, K. G. Goedewaagen, and 
duce sales. Amsterdam has always been L. F. A. M. van Ogtrop are the managers. 
more or less of an international financial The board of directors is composed of: 
center, and its position has been specially (Chr. P. Van Eeghen, chairman, Th. M. 
developed during and since the war. Fi- Verster, E. Ten Cate, I. E. Vita Israel 
nally, the various Dutch industries purchase H. W. Van Marle pee Poe Ter Meulen, 
important quantities of their raw materials > Pf. Wiese c T italnieaadie Fr. 
abroad, and the manufactured products Fc is a gg ee ieee tae ee 
are to a considerable extent re-exported. oomene, C. P. Zaayer, W. Kaars Sypesteya, 
The bank is very fortunately located to and J. F. Van Hengel. 
finance a great deal of the trade thus com- The balance sheet ot tne bank, as of 
ing to The Netherlands. December 31, 1925, is as follows: 


25,000,000.00 
6,111,700.00 
...33, 294,069.10 


7,707.76 


Share capital 
Reserve fund 
Deposits ........... 
Deposits against collatera 

Current accounts . : 422.52 
Balances at bankers abroad for custome ace = 5 3,775, 858.96 
ee ee Sl 5, 714.56 
Loans taken on securities 

Local bankers’ account 

Balance of securities to be received from inland and abroad 

Loans at short date on securities, put out for customers” act 

Sundry accounts 





Cash on hand and balances at local bankers ......... 

Balances at bankers abroad ........ . pcaiabienahanindaaneti 
Balances at bankers abroad for custor ners’ account 
Advances on securities peasennene hovcilanblinaieiceneh 

Current accounts 

Liabilities of customers on acceptances as per contra ..... S 
Balance of securities to be delivered to inland and abroad ° 
Bills discounted . Scientist iripeetit nities 
Securities and syndic ates . 

Bank premises, furniture etc. 





zen, and 
anagers. 
sed of: 
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gen, F. 
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as of 


000.00 
700.00 
94,069.10 
707.76 
20,422.52 


5,858.96 


History of the Ionian Bank Limited 


United States of the Ionian Islands were 
under the protectorate of Great Britain 
(from 1815 to 1864) that the Ionian Bank 
was organized. Sir Howard Douglas, who 
served as British High Commissioner from 
1835 to 1840 found the farmers being ex- 
ploited in a pitiless manner by the money 
lenders, and immediately set about to rem- 
edy this. Due to his efforts a committee of 
influential business men was formed in Lon- 
don in 1837, which committee decided to 
found a bank on the islands. The service 
which Sir Howard rendered in agitating for 
the bank, as well as his other services to 
the inhabitants were recognized on his de- 
parture by the erection of a statue at Corfu 
in commemoration of his official connection. 
The bank was formed, formally recognized 
by the Senate of the Ionian Islands and 
confirmed by the High Commissioner on Oc- 
tober 23, 1839. Thus it became the bank of 
issue for that territory. It opened for busi- 
ness at Corfu on March 1, 1840, and in May 
of the same year began expanding by open- 
ing an agency at Cephalonia. In October, 
1840, another agency was opened in Zante. 
It was not, however, until January 18, 1844 
that a Royal Charter was granted to the 
bank by Queen Victoria. From this time 
on the bank occupied a position which is 
probably unique—a purely British bank op- 
erating under a Royal charter, and carrying 
on business in a foreign country (Greece) 
in a manner similar to that of the native 
institutions; for even before the Ionian 
Islands were surrendered to Greece, the 
lonian Bank had opened up operations with 
the mainland by establishing agencies at 
Patras and Athens. 

The British Protectorate over the islands 
ceased after the signature of the Treaty 
of London in 1864, but that treaty specifi- 
cally provided that the privileges previously 
accorded to the bank should be maintained. 
From 1864 the Greek Government estab- 
'shed definite relations with the bank, and 
with the exception of the National Bank 


[ was while the Ionian Islands as the 


of Greece, no other banking institution has 
taken so important a part in the affairs of 
that country. Relations with the National 
Bank of Greece have always been friendly, 
and their co-operation took a practical turn 
in 1868 when the two institutions joined 
forces to oppose the governmental financial 
program. The Ionian Bank Limited had the 
right of note issue in Greece up to 1920, 
when, by the terms of its last convention 
with the Greek State, this privilege was 
given up to enable the Government to carry 
out its policy of unifying the note issue of 
the country. 


Recent Foreign Expansion of Bank 


In recent years the bank has extended its 
organization considerably outside of Greek 
territory. In 1907 business was opened in 
Egypt, and today the bank has a central 
office for that country in Alexandria and a 
chain of agencies covering the most produc- 
tive areas of the delta and upper Nile cot- 
ton belts. The bank has a very large part 
in the movement of the Egyptian cotton 
crop. 

In 1922 the bank entered Turkey, taking 
over the business of the Constantinople of- 
fice of the Guaranty Trust Company of New 
York. Later another agency was opened 
in Stamboul. 

At the present time a representative of 
the bank is in the United States, with a view 
to extending its business here, especially the 
handling of immigrants’ remittances. 

The capital of the bank was recently in- 
creased from £485,000 to the full authorized 
limit of £600,000, the new shares being of- 
fered the present stockholders exclusively. 
The subscriptions received were many times 
in excess of the amount offered. This is 
not surprising, for the bank has not missed 
a dividend payment since its organization, 
and dividends in recent years have been 7 
per cent. or over. The resources of the 
bank at the present time are in excess of 
£6,500,000. ; 





At top, head office of the Bank of Scotland, Edinburgh; center, a view of Princes street, 
Edinburgh; bottom, the Broomielaw Bridge, Glasgow 


b44 





High street, Edinburgh 


Scotland—Its Varied Attractions And Its 
Banking History And Progress 


By F. H. Allan 


Secretary Institute of Bankers in Scotland 


its traditions are great and its interests 
varied. 
largely in the story of the British Empire 
and the ubiquitous Scot is identified with 


G i trait is a small country, but 


Viewed historically it bulks 


every land and clime. He has played an 
important part in the shaping of America 
itself, and a census of its population would 
reveal an astonishing percentage with both 
direct and indirect connections with that 
little country of some 30,000 square miles. 

From the physical point of view, the 
variety is evident when it is remembered 
that there are 787 islands and twenty-six 
rivers identified with the Scottish survey. 
Few places are more than forty miles 
distant from the sea, but population is 
for the most part centered in the belt of 
country watered by the Forth and Clyde. 
Northward and southward mountains pre- 
dominate and in both directions the country 
is largely agricultural and pastoral. With 
nearly 500 square miles of foreshore, fish- 
ing is also an important industry. 


Touring in Scotland 


The overseas visitor who includes Scot- 
land in his holiday scheme will find little 
difficulty in overtaking most of its show 
places within the compass of a week or 
two. Should he elect to make Glasgow his 
port of disembarkment he will already have 
had his initiation in the beauties of Scottish 
scenery as the vessel proceeded to her 
moorings up the sixty miles of estuary 
which spans the distance from the Atlantic 
seaboard. Should he choose Liverpool a 
run of a few hours in a well appointed 
train will bring him to the same destina- 
tion. From Southampton the distance to 
Glasgow can be easily covered in a day. 
All the main towns in Scotland are in fact 
easily accessible from all the Atlantic 
termini. A counsel of perfection would 
probably select Glasgow as the starting 
point in a Scottish tour and a circular route 
may at this stage be outlined. 

From the purely scenic point of view, 





At top, Kilchurn Castle, Loch Awe ; center, Jedburgh Abbey, from the river; bottom, Brig o’ Doon, Ayr 
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the Western Isles probably offer the great- 
est attraction. An hour’s run or less from 
Glasgow terminates at Greenock from which 
between May and September a well regu- 
lated steamboat service carries passengers 
through the far famed Kyles of Bute to 
loch Gilphead a quaint little highland 
town situated on a branch of Loch Fyne. 
A transfer is here made to the Crinan 
Canal, and a short run across the penin- 
sula of Argyll finishes at Crinan itself from 
which another steamer transfers the pas- 
sengers to Oban the main tourist center of 
the Western Isles. Daily excursions from 
this point are made during the season to 
Iona, Staffa, Mull and other islands. Iav- 
ing exhausted local claims, the next move 
would be an early morning sail to Loch 
Linnhe where dominated by Ben Nevis will 
be found the southern outpost of the Cale- 
A chain of lakes from this 
point joins the western to the northern 
boat to 
Inverness 


donian Canal. 


Highlands, and the journey by 
Inverness is extremely beautiful. 

itself is equipped with excellent hotels, and 
from this point many subsidiary journeys 
may be undertaken according to the time 
and taste of the traveller. The Battlefield 


of Culloden; Fort George; Elgin Cathedral; 
Cromarty with its literary traditions are 
all within easy distance. 

From Inverness the journey to Aberdeen 
The Granite City has 
From its broad 
castle gate motor excursions are daily run 


is short and easy. 
its own indefinable charms. 





Abbotsford, the garden front 








Kelso Abbey 


to Ballater and Braemer, and if a holiday 
coincides with September the Highland 
Gathering held under the patronage of 
Royalty is an added attraction. Balmoral 
Castle the holiday residence of King George 
V is a feature of the landscape near 
Braemar, and many other baronial piles 
with the history of the clans 
will be found attractive. From Aberdeen 
a run of four hours down the East Coast 
with a break at Dundee—the third largest 


associated 
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Iona Cathedral 


city in Seotland—leads via the Tay Bridge 
and Forth Bridge to Edinburgh, the capi- 
tal of Scotland, by general consent the most 
beautiful city in the United Kingdom. 


Edinburgh 


The praises of Edinburgh have often been 
sung and there must be few people who 
having once visited it do not wish to visit 
it again. Edinburgh is unique. More than 
iny other capital in the world perhaps it 
expresses with a silent dignity and beauty 
the great features of national history. 
Great names in the history of European 
culture are identified with its wynds and 
closes and many of its mighty men rest 
in its old world burying grounds. Napier 
of Merchiston, David Hume, Adam Smith, 
Smollet, Burns, DeQuincey are all intimately 
linked with Edinburgh tradition. — Sir 
Walter Scott is her proudest product, and 
Robert Louis Stevenson, the last great 
name hitherto in her literary calendar, had 
an affection for the city of his birth which 
even the Isles of the Pacific could not 
supersede. 

The character of Scotland is written on 
her stones and the national history as no- 
where else. No one visiting Paris can form 
any idea of the Paris of say Francis I or 
Henry III. The city has changed. It has 
been remodelled. Its complexion is no 
longer the same. Not so Edinburgh. Its 


physical formation does not admit ot 
change, and the Royal Mile which links the 
Castle on the rock to the Royal Palace of 
Holyrood preserves its individuality after 
long centuries. There is scarcely any epoch 
in Scottish history that has not left its mark 
and its reflection on the stones of the old 
town. 

The new town of Edinburgh is an out- 
growth and expansion of the ancient cit) 
If Edinburgh be viewed as a circle, the 
diameter would constitute the original part 
and the modern city would be found in 
the numerous spokes which radiate from 
the center to the circumference. The old 
Mercat Cross still stands sentinel beneath 
the shadow of the old Cathedral of St. 
Giles the crown of which forms a land- 
mark over a wide range. In the troublous 
times of the Fifteenth and Sixteenth Centur- 
ies the honest burghers sought protection 
within the walls and under the shelter of 
the Castle guns, and as in Paris today 
the entrances to the city are still well de- 
fined. The Cowgate, the West Port, Bristo 
Port, the Netherbow, the Canongate are 
all survivors of a distant past. Princes 
street, George street, Frederick _ street, 
Charlotte street, Hanover street are Geor- 
gian in their derivation and_ significance. 
But Edinburgh must be seen to be under- 
stood, and no one who has seen it will eveT 
lose the impression created in contemplat- 
ing its charm and natural beauty. 
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There is a common impression abroad that 
when one has done the Highlands and the 
strath of northern Scotland and seen the 
view from Stirling Castle, with perhaps a 
hurried visit to St. Andrews and a browse 
among the wynds of Edinburgh, he may 
fold up his map and seek new pastures, but 
nd visit to Scotland would be complete 
which failed to undertake the tract of 
country which lies between Edinburgh and 
the Scottish border. The ruined Abbeys of 
Melrose, and Kelso, and Jedburgh, all elo- 
quent of a glorious past, and the shrine 
at Dryburgh where Sir Walter Scott was 
laid to rest nearly a century ago, cannot 
be omitted, nor perhaps can lone St. 
Mary’s Loch with its reminiscences of Bor- 
der Poets, nor Dumfries which holds the 
dust of Burns, nor Ecclefechan which gave 
Carlyle to the world in 1795 and received 
him back again in 1881. The border tombs 
would preserve much of the history of 
Scotland even if her written records were 
swept away. In Melrose and Dryburgh we 
can still read the names of abbots and 
friars who heard the tidings of Bannock- 
burn and said masses for the gallant sons 
of Scotland who fell at Flodden, and Tweed 
wandering seaward, charms us with its 
musi¢ as probably no other river can, for 
its ripple inspired the music of the Minstrel 
King and all men pay homage in the halls 
of Abbotsford. 


% 


Commercial Progress 


So far, our narrative has taken account of 
Scotland mainly in its geographic and 
artistic aspects, but if the, visitor happens 
to be a business man his interests will no 
doubt include the commercial aspect of 
Scottish progress, and if a banker, the 
rise and growth of her great financial in- 
stitutions. ‘The four leading cities in point 
of size—Glasgow, Edinburgh, Dundee and 
Aberdeen—among them may be said to 
focus the business life of the community. 
The first named is, of course, easily the 
leading center of trade, and its great en- 
gineering works, its shipyards, its factories, 
and mills, its steel works, and its mines 
hard by, are all readily available for in- 
spection by the tourists who is interested. 

The commercial expansion of Glasgow 
may be said to date from the Union in 
1707. At that time its population was 
round about 12,000. <A century later it 
had grown to 77,000. ‘Today the popula- 
tion is well over a million and if the pop- 
ulation of the contingent area be reckoned 
another 500,000 will easily be accounted for. 
The County of Lanark, which contains the 
Clyde from source to estuary, with its rich 
coal fields, is easily the most populous divi- 
sion of Scotland, and the census of 1921 
showed a population amounting to 1,539,- 
142. The County of Inverness, which is more 


cite 2 


Dryburgh Abbey and tomb of Sir Walter Scott 
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than four times the area of Lanark, has 
only a population of some 80,000. North 
of the Forth and Clyde Canal the country 
is mainly agricultural and pastoral, with 
fishing as the staple industry of the coast 
towns. Dundee has, of course, a long con- 
nection with the jute trade and Aberdeen, 
in addition to its curing stations, has a 
large business in paper and implement mak- 
ing. 

So far as Edinburgh is concerned, its 
fame and reputation may be said to rest 
primarily on its great medical school which 
attracts annually large numbers of students 
from all parts of the world. Edinburgh’s 
place in scientific progress is a theme whose 
adequate treatment is beyond the capacity 
of any single writer. In addition to its 
academic activities, Edinburgh is also the 
seat of the law courts and the ecclesiastical 
headquarters. Five of the Scottish banks 
have their head offices in Edinburgh as well 
as several insurance companies, and St. 
Andrew Square, with which the majority 
are identified, has been claimed to be the 
richest square in Europe. The funds rep- 
resented by these great institutions run into 
many hundreds of millions sterling. The 
native industries of Edinburgh are many 
and varied—printing, paper making, brew- 
ing and engineering employing a large pro- 
portion of its population. The relationships 
of Edinburgh with Glasgow are, of course, 
very intimate, and an hourly train service 
covers within that time the forty-six miles 
which divide the two cities. The journey to 
Iondon occupies eight hours from both 
cities. South of Edinburgh, the pastoral 
nature of the country is reflected in the 
woolen mills and skinneries which are out- 
standing landmarks of the leading border 
towns. Auction marts for the sale of sheep 
and cattle are also to be found in ‘most 
of them. 


The Scottish Banking System 


The banking system of Scotland is an out- 
growth of its commercial development, and 
industrial progress is clearly reflected in 
its banking history. In the course of our 
narrative we have traced in bold outline 
the growth of the country from a_semi- 
barbarous state through its long struggle 
for self-expression—its religious conflicts 
and its seventeenth century awakening to 
the commercial possibiilties made possible 
by the Union in 1707. The period has been 
called “The Age of Secular Interests” and 


the requirements of the times took practical 
shape in the establishment of the Bank of 
Scotland by Act of Parliament in 1695. 
Prior to that time the banking business of 
Scotland, such as it was, had been con- 
ducted by the goldsmiths and craftsmen, 
many of whom like the famous George 
Heriot, combined a bill-broking trade with 
their other interests. 

The Bank of Scotland owed its origin to 
some patriotic Scots in London and John 
Holland was its first governor. In 1727 
the monopoly of the old hank came to an 
end and the Royal Bank of Scotland, which 
grew out of the old Equivalent Company, 
received its first charter. More than a cen- 
tury passed before the third of the 
chartered banks made its appearance, this 
time, however, the new competitor was a 
linen company whose avowed purpose was 
the development of this particular industry. 
A few years, however, saw linen subser- 
vient to banking and a note issue which 
dates from 1750 would imply that the Brit- 
ish Linen Company was at an early stage 
of its career a keen competitor for banking 
business although it was not until a cen- 
tury later that the charter was obtained 
which raised it to the status of a fully 
fledged banking corporation. 

It is interesting to note that Edinburgh 
was the birthplace and for long the sole 
center of banking enterprise. Glasgow had 
no banks within her borders prior to 1750, 
her modest needs being supplied by the 
“Virginia Dons”—or Tobacco Lords as they 
were called—merchant bill brokers whose 
names still survive in several of the thor- 
oughfares of the city. 

The Commercial Bank of Scotland, which 
ranks fourth in seniority, dates from 1810, 
and the National Bank of Scotland was es- 
tablished fifteen years later. Both these 
banks were called into being through the de- 
mands for extended facilities on the part of 
the business community. The Union Bank of 
Scotland, as its name implies, is a fusion of 
many smaller concerns—the Ship Bank, the 
Glasgow Arms Bank and most notable of all, 
the private banking house of Sir William 
Forbes which had its headquarters in Edin- 
burgl. The North of Scotland Bank dates 
from 1836 and the Clydesdale Bank from 
1838. Those eight banks of issue among 
them conduct the banking business of Scot- 
land. The three chartered banks, the Com- 
mercial Bank and the National Bank have 
their head offices in Edinburgh. The Union 
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Forth Bridge, near Edinburgh 


Bank has two head offices, the principal 
office being situated in Glasgow, which is the 
seat of the administration, and the other 
being in Edinburgh. The Clydesdale Bank 
head office is also in Glasgow, and the North 
of Scotland Bank has its head office in 
Aberdeen. During recent years four of the 
Scottish banks, viz., the British Linen, the 
National, the Clydesdale and the North of 
Scotland, have become affiliated with Lon- 
don clearing banks. The Bank of Scotland, 
the Royal Bank, the Commercial Bank and 
the Union Bank remain independent insti- 
tutions. The banks among them, in addi- 
tion to their head offices and their London 
offices, operate at over 1600 branch estab- 
lishments in Scotland. 

This widespread system is made possible 
through the note issue monopoly which Scot- 
tish banking enjoys and which enables the 
banks to keep as till-money their own par- 
ticular issues. The authorized circulation 
as fixed by Act of Parliament in 1845 is in 
all £2,676,350 but the actual circulation is 
round about £20,000,000. The balance of 
circulation over the authorized limit is se- 
cured by coin held at the principal place of 
business, supplemented by government 
treasury paper ear-marked at the Bank of 
England against the excess. Although the 
country is now on a gold standard, the cir- 
culation of gold coins is no longer the order 





of the day, a paper currency based on gold 
being the medium now employed, and likely 
to continue. 

The total deposits of the banks in Scot- 
land are round about £250,000,000. With 
the single exception of the North of Scot- 
land Bank, all the banks in Scotland publish 
annual statements showing net profits and 
distribution. The total shown by the seven 
banks for 1925 amounted to £2,455,811. 
The stocks and shares of the four inde- 
pendent banks, which are freely marketable, 
are investments highly favored by the pub- 
lic and all of them stand at a high premium 
on the exchange lists. 


The Cash Credit System 


The cash credit system, inaugurated by 
the Royal Bank of Scotland in 1728, is an 
outstanding feature of Scottish banking. A 
cash credit is a drawing account created in 
favor of a customer upon which he operates 
precisely in the same manner as upon an 
ordinary account and pays interest at stated 
periods calculated upon the daily balance at 
his debit. The advantage of the cash credit 
system lies in the fact that a shop keeper 
or trader instead of keeping a large balance 
in his hands for day to day requirements 
can invest his funds in his own particular 
undertaking and draw upon his banker for 
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fluctuating needs paying interest merely on 
his debt from day to day, 

The old bond of credit, the instrument 
of security at one time associated with this 
arrangement, is now but seldom seen, hav- 
ing been superseded by the less ex- 
pensive and simpler letter of guarantee, but 
securities for advances take many forms and 
shapes, the widespread interest of the com- 
immunity in government stocks and industrial 
shares freely transferable for security pur- 
poses constituting a considerable proportion 
of securities for overdrafts. 

At present the rates charged for secured 
advances—known as cash account rates— 
are 5% per cent. and as the deposit rate 
is at present 3 per cent. the margin of 
profit is extremely moderate. The facili- 
ties enjoyed by the public in Scotland in 
respect of their banking requirements are, 


as will be seen, very favorable and the 
strength of the Scottish banks, which grows 
greater year by year, has its roots in the 
traditional integrity which has marked the 
conduct of the system from the dawn of 
its history. The past has not been without 
its misfortunes, but the disasters of Scot- 
tish banking in bygone centuries have all 
been associated with departures from ap- 
proved canons. 

The system itself as happily seen in the 
best of working order today, is the parent 
of many reproductions in other lands, and 
the demand for Scottish trained officials to 
fill the posts of trust in many other parts 
of the world is a tribute to the nursery 
which shaped their ideals and sent them 
forth—many of them to return with honor 
as the shadows lengthen on the dial. 


ay 
A New Type of Farmers’ Bank 


How Australian Producers Run a Bank in Farmers’ Interests 


By F. W. Strack, F.C.I.S. (Eng.), F.A.LS. 


General Manager of the Primary Producers’ Bank of Australia, Ltd. 


ANY countries have awakened to 
M the need of a bank to assist agri- 

culturists; and although there 
have been failures there have also been 
many successes. This article describes the 
experience of one of the British dominions 
in this matter. 

To show the need for a_ special bank 
for American farmers, and what its ad- 
vantages would be to them, I cannot do 
better than tell what has been done, and 
is being done, in another part of the world. 
It is not a question of theory—not mere 
talk of what ought to be done—but a record 
of actual facts. The necessity for financial 
assistance for the men on the land is ap- 
parent to every visitor from abroad, who 
is saddened by the sight of so many un- 
cultivated acres. 


A Medest Start 


For years the men en _— the land in 
Australia had been talking about a bank 
that would pay special attention to their 


particular needs. Nothing happened, how- 





ever, until late in 1922, when a company 
was formed to start operations as a farm- 
ers’ bank; and in March 1923, it opened 
its first branch in a town in the northern 
part of New South Wales. The paid-up 
capital was only £40,000, but every week 
shares were being sold and money was 
flowing in. 

Within twelve months, forty-two branches 
and agencies had been opened in various 
parts of Australia. The authorized capital 
was increased to £4,009,000; subscribed 
capital to £1,500,000; paid-up to £159,000; 
and the profit for the year was £975. By 
the end of the second year the subscribed 
capital was £2,090,000, paid-up to £269,- 
000, and there were sixty-seven branches 
and agencies open, with an office in London, 
while the profit amounted to £3,123. 

Never in the history of Australian bank- 
ing has a business been built up so quickly, 
and that almost entirely among farmers, 
against trading banks with a combined 
capital of over £50,000,000. This Primary 
Producers’ Bank is proving its great use- 
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fulness to the country workers; and at 
a time (during the 1923 drought) when 
all other institutions were calling in loans 
made to farmers, the new bank was lend 
ing freely, carrying men on when they would 
otherwise have gone bankrupt. This farm- 
ers’ bank is rapidly rising into favor in 
the land of its birth; the fact that its de- 
posits increased in the second year by 300 
per cent., while trading banks exhibited 
a gain of only 1.3 per cent. last year, 
demonstrates its popularity. 


The Bank Stabilizes Prices 


In a certain district, the growers had 
been accustomed to rush their produce on 
the market as soon as it was harvested, 
the resulting glut playing into the hands 
of the middlemen. Upon the new bank 
coming into the field, it offered to ad- 
vance the growers 50 per cent. of the 
market value of the produce, and to store 
it at a small charge until the market could 
absorb it. The growers cheerfully ac- 
cepted the offer and the immediate result 
was the stabilization of prices, enabling 
the grower to sell just when it suited him. 


Management and Advances 


As 95 per cent. of the shareholders of 
the bank are men on the land, they have 
the power to appoint their own board, 
which fixes the policy and assists the man- 
agement in the allotment of loans. The 
permaneypt staff is composed of trained 
officers drawn from the trading banks. 

Loans by way of overdraft are made in 
amounts from £20 to £5000, against vari- 
ous forms of security, such as mortgages 
against freehold land or certain leases, 
stock or crop liens, guarantees, bills of 
lading or rail receipts for produce goods 
in store or bond and produce in stack. In 
many cases, as the character of the men 
is considered an asset, small loans are made 
without security. 


Personal Service 


Managers have strict instructions to give 
every possible financial assistance to farm- 
ers in their districts, and to help them 
in every transaction where money is in- 
volved As a consequence, we have man- 
agers who have assisted greatly in the 
choosing of plant and machinery, and in 
the decision as to the must suitable crops 
to grow on particular land. 

There is one instance whee a local man- 


ager’s knowledge of sheep was such that 
farmers came to him for advice as to the 
stock best suited to their locality and par- 
ticular circumstances. In short, the man- 





F. W. STRACK 


General manager Primary Producers’ Bank of 

Australia Ltd., London, the author of several 

books on various aspects of banking; and F.C. 
I.S. (England) and F.A.LS. (Australia) 


agers of a farmers’ bank are the friendly 
and disinterested advisers of everyone in 
the district who requires financial advice 


Growing Crops 


The farmer’s hardest time is usually the 
period immediately before his produce is 
ready for market, and that is invariably 
the time when the ordinary trading banker 
finds the cities must have money to build 
picture theaters and other luxuries. Thus 
the unfortunate grower of foodstuffs has 
to struggle along without sympathy or help, 
and in consequence has to rush his prod- 
uce to the market at the earliest moment 
in order to get cash. As so many have 
to do this, there is a glut and a conse- 
quent fall in prices; and the farmer then 
finds he has worked for many weary months 
for a mere pittance. His own bank would 
change all that by studying when the de- 
mand for assistance was most needed, and 
making its arrangements accordingly. 
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The Marketing of Produce 


The new bank assists its customers to 
find markets for their produce, and in its 
search has made personal inquiries through 
its staff, in possible markets as far away 
as 12,000 miles. 

In Great Britain, of course, farmers have 
their markets at their very doors; but even 
there the producers are often at the mercy 
of the middlemen. <A _ vigorous farmers’ 
bank in that country would be of immense 
assistance in breaking down monopolies and 
rings, and in certain circumstances might 
even establish “floors” of its own for the 
sale of its customers’ produce. 

Hitherto producers have worked so as 
to make consumers pay as much as_ it 
was possible to squeeze out of them, and 
consumers were always eager to get produce 
so cheaply as to leave nothing for the labor 
of the producer. This is all wrong, and 
the closer the two parties can get together 
the better for everyone. This can only be 
accomplished by eliminating all unnecessary 
middlemen, many of whom are parasites, 
whose motto in. dealing with the producers 
is “Heads I win; tails, you lose.” 

The new Australian bank does not look 
for big dividends, its main object being 
to assist farmers at the lowest possible 
rates of interest. The bank lends only in 
the country, and will not make advances 
on city properties. It has city branches 
to secure deposits; and these deposits are 
sent to the country to assist the primary 
producers without delay. Those who have 
money to deposit in a bank, at interest, 
feel that there could be no better security 
for money lent out by the bank than the 
land, for it does not disappear and will 
be there for all time. 


The Bank’s Newspaper 


The bank has its own monthly news- 
paper, distributed free to customers and 


shareholders. Articles of interest to farm- 
ers are published and the bank acts as 
go-between for farmers desiring to bu 
or sell farms or to exchange from one dis- 
trict to another. It also assists in raising 
loans for country road boards and county 
councils. The bank has banking agents in 
many countries and negotiates drafts 
against produce to all parts. It remits 
moneys to all parts of the world, and in 
brief does the same kind of business as 
other banks, plus giving particular assist- 
ance to producers, taking charge of their 
exports and assisting in the marketing of 
the exports in Europe. 


Bank Shares 


The sale of shares formed the first capital 
of the Primary Producers’ Bank, and the 
same course could be followed in the es- 
tablishment of a farmers’ bank for any 
country. Before the bank began opera- 
tions it was confidently predicted that no 
one would take shares, yet before the doors 
opened some thousands had been sold,and 
at a premium of £1 per share. They have 
been sold regularly ever since, some 450,- 
000 having been disposed of in three years. 
They are £5 shares, in addition to £1 
premium; only £1 per share of the capital 
is being called up with the premium; and 
about eight months is allowed for payment 
of the £2. 

A strong farmers’ bank should, in time, 
be able to influence the Government sufii- 
ciently to demand that interest on mort- 
gages on land and crops should be free of 
taxation, thus making such _ investments 
doubly attractive. 

In conclusion, I would say: “Farmers, 
your fate is largely in your own hands. 
Establish your own bank, and do not wait 
for the Government to heip you, for poli- 
‘tics are no use to a bank.” 








fellow men. 








I N the interest of a more equitable distribution of wealth, a higher standard 
of life, and human welfare generally, it is important for us all to understand 
that certain economic laws are neither moral nor immoral; they are inexorable. 
To accept them as such is the first business of any one who would serve his 


—Foster and Catchings. 
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A Program of Nation-wide Interest 


OPICS of foreign trade policy and 
TL pete affecting every section of the 

United States will be discussed at the 
1926 National Foreign Trade Convention by 
speakers of nation-wide prominence in busi- 
ness affairs, it was announced by O. K. 
Davis, secretary National Foreign Trade 
Council, in making public the complete pro- 
gram of the convention. The meeting place 
is Charleston, S. C., on April 28, 29 and 30 
next. 

James A. Farrell, chairman of the Na- 
tional Foreign Trade Council, will open the 
convention with an address on “The Foreign 
Trade Outlook.” The gathering will bring 
together 1500 foreign trade executives from 
more than thirty states and is the first 
large convention of the kind ever held on 
the south Atlantic coast. 

An outstanding event of the occasion wil) 
be an address by Henry M. Robinson, pres- 
ident of the First National Bank of Los 
Angeles, on “The European Situation of 
1926,” which will be delivered in the second 
general session on April 29. “It is a note- 
worthy tribute to foreign traders,” declares 
Mr. Davis, “that an outstanding authority 
like Mr. Robinson should travel 3000 miles 
to make an address at our gathering. Yet 
an honor similar to this has been accorded 
us each year, and is due to the fact that 
the council first selects the topics which 
have the most practical bearing on foreign 
trade conditions of the year and then invites 
as a speaker the man most qualified to dis- 
cuss them.” 

The foreign traders will also hear from 
C. C. Martin, credit manager National 
Paper & Type Co., New York, what foreign 
business men have been saying for the last 
few years about the concrete effects of 
American competition abroad. Mr. Martin’s 
address on “Making American Competition 
Effective” is the closing speech of the con- 
vention. Other important addresses on 
themes of widespread public interest will 
include: “The Import Element of our For- 
eign Trade’ a frank discussion of our 
sources of supply for American manufac- 
turers, by Fred I. Kent, vice-president 
Bankers Trust Company, New York: 
“Building Trade Through Foreign Loans” 
by Paul J. Kruesi, president Southern Ferro 
\Hoys Company, Chattanooga; “The Prob- 


~ 


lem of the Far East,” by Dr. Jeremiah W. 
Jenks, former adviser to the Government of 
China; and “Communications—The Electric 
Nerves of Trade” to be delivered by John 
L. Merrill, president All-American Cables 
Company. Mr. Merrill will speak at a 
luncheon under the auspices of the Ameri- 
can Manufacturers Export Association. 

The Southern manufacturers and export 
interests will be strongly represented at the 
convention and have co-operated in adding a 
strong southern theme to the convention. 

Among the speakers on this phase of the 
program are: “Commercial Possibilities of 
the South Atlantic” by R. Goodwyn Rhett, 
president of the Peoples-First National Bank 
of Charleston, S. C., and former president of 
the United States Chamber of Commerce; 
“The South’s Part in American Exports” 
by George G. Crawford, president Tennes- 
see Coal, Iron and Railroad Company, Bir- 
mingham, Ala.; “Economic Resources of the 
South Atlantic” by Dr. Erich W. Zimmer- 
man, professor of commerce University of 
North Carolina; “Inland Rate Structure of 
the Southeast” by Thomas J. Burke, traffic 
commissioner of Charleston, S. C.; and an 
address on the problems of cotton in Amer- 
ican foreign trade by a leading cotton 
authority to be selected by the cotton asso- 
ciations of the southern states. 

Group sessions will be held with the co- 
operation of the American Manufacturers 
Export Association, the Export Managers 
Club of New York, the National Associa- 
tion of Credit Men, and the foreign trade 
sections of national advertising and bankers 
associations. 

A permanent roster of trade advisers 
representing every phase of national indus- 
tries, trade technique and foreign market 
information in the field of foreign trade will 
be a new feature of this year’s convention. 

The delegates will travel to Charleston by 
special trains from New York, Chicago, 
Cincinnati, Detroit and other cities, which 
have been already scheduled by the Penn- 
svylvania Railroad, the Atlantic Coast Line 
and the Southern Railway. A special con- 
vention ship from New York is also being 
planned by the Clyde Line on which further 
details will shortly be announced by the 
council. 
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New) York Federal Reserve 
Bank 


The World’s Largest and Strongest Vault Entrances 


The York Safe and Lock Company built and 
installed in the New York Federal Reserve 
Bank six (6) YORK Revoluble Vault 
Entrances, each 10 feet in thickness, the 
climax of mechanical genius and ingenuity. 


In addition to the New York Federal Reserve 
Bank YORK has built at its factory in York, 
Pennsylvania, vaults for Federal Reserve 
Banks in the following cities : 


Cleveland Boston Buffalo 

Philadelphia Pittsburgh Detroit 

Chicago Louisville Jacksonville 
Minneapolis Little Rock 


YORK vaults are used by the U. S. Govern- 
ment, Clearing House Associations, and many 
of the leading Banks throughout the country. 


Correspondence with nearest branch is wel- 
comed by our Engineering department with 
banks contemplating new or enlarged vaults. 


Principal Builders of High Grade Vaults 


YORK SAFE and LOCK Co. 
55 Maiden Lane 


Branches 
New Haven Boston Philadelphia Baltimore 
Cleveland Chicago San Francisco 













New York 











































































































































Some Recent Bank Building Operations 


SPECIAL Ler babe SECTION 
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Lhe entrance to the Pennsylvania Company for Insurances on 
Lives and Granting Annuities, Philadelphia, Pa., the grille work 
for which was by Samuel Yellin. Mr. Yellin recently received 
the $10,000 Philadelphia Award established by Edward W. Bok 
to be awarded annually to the Philadelphian “who during the 
preceding calendar year shall have performed or brought to its 
culmination an act, or contributed a service calculated to advance 
the best and laraest interests of Philadelphia.” 
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The Wareham Savings Bank, Wareham, Mass., worked out by J. Williams Beal, 0 
Sons, architects, of Boston, Mass., on Georgian Colonial lines so as to create 
individuality, yet employing a treatment to harmonize with New England colonial 

precedent. 
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A well lighted work space in the Federal Reserve Bank of San Francisco, Calif. 201 

The steel window casements were installed by the Crittall Casement Window sa 


Company, Detroit, Mich. 
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The S. M. Damon building, the home of the Bishop Trust Company, Limited, 
and the Bank of Bishop and Company, Limited, both of Honolulu, 7. H. The 
two institutions occupy the main floor of the bank, separated only by a bronze 


grille. The Bishop Trust Company, Limited, also uses a part of the second floor 
of the building. 





Main entrance to the safe deposit vault of the Bishop Trust Company, Limited, 
Honolulu, T. H., built by the York Safe § Lock Co., York, Pa, The vault has 
“000 safe deposit boxes and a capacity of 6300. The 23-ton door is the largest 
safe door ever brought into the Hawaiian Islands. 
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The Staten Island Savings Bank, Stapleton, S. 1., designed by Delano & Aldrich, architects, 
New York. The floor plan at the right shows an interesting utilization of a triangular 
shaped plot of land. The cages are in the center, with the public space in an are almost 
completely surrounding them. 





Twenty-six ton door to the safe deposit and security vault of the Danbury National 
Bank, Danbury, Conn., manufactured and installed by the Herring-Hall-Marvin 
Safe Co., Hamilton, O., and New York, N. Y. 
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Tmost The architects’ drawing of the re-designed and enlarged building of the Marine 
National Bank, Wildwood, N. J., to be erected this spring. The building was 
designed by and will be constructed under the supervision of Morgan, French & 
Co., Inc., bank architects and engineers, New York. 
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nal The architects’ drawing of the public space in the Buckeye State Building and 
vin Company, Columbus, O., designed by Hopkins & Dentz, architects, New 
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The new Court and Remsen build- 
ing the banking floor of which 
has been leased by the First 
National Bank of Brooklyn, N. Y., 
for its Downtown office, which will 
be opened about May 1. The 
space occupied by the bank has a 
total street frontage of more than 
160 feet. The main banking room 
is 21 feet high, and has a depth of 
137 feet. Open style counters will 
be used, and it is said that the new 
quarters, done in marble and 
bronze, will be very artistic. 
William 8S. Irish, the executive 
vice-president’ of the bank, is also 
president of the New York State 
Bankers Association. 
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The bank and office building 
designed for the Buckeye 
State Building and Loan 
Company, Columbus, O., by 
Hopkins § Dentz, architects, 
New York. 
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BOOK REVIEWS 


AND NEW BOOKS 








Prorits. By William Trufant Foster and 
Waddill Catchings. Boston: Houghton 
Mifflin, for the Pollak Foundation for 
Economic Research. $4. 


From time to time a new theory of business 
cycles appears, until now there are some 
two hundred of them. “Profits” adds an- 
other to the list, or perhaps phrases an old 
one in a new way. The theory this time 
expounded is that business depressions are 
caused by the failure of consumers’ pur- 
chasing power to increase as fast as pro- 
duction increases. The normal course of 
money is: through production, by payment 
of wages, to consumers, where it is used 
by consumers to purchase the goods pro- 
duced. If this normal course were not in- 
terrupted, there would be no sharp re- 
versals of business. But what happens is 
that consumers do not spend all that they 
receive. A part of it is saved, put away in 
the banks, and goes toward increasing pro- 
duction instead of toward purchasing and 
consuming the goods already produced. An 
even larger amount is diverted from con- 
sumption by the policy of corporation 
finance known as “ploughing back the 
profits into the business.” 

This flaw in the economic structure is a 
part of the capitalistic system. Such things 
could not occur in a system, of barter 
economy, say the authors, for what men de- 
sire are consumables, and they could only 
secure consumables by producing some to 
exchange for those produced by other men. 
There would be no fear of producing more 
than could be exchanged, as there is now. 
The thing which differentiates the capital- 
istic system from a barter economy is 
money. The orthodox economic theory holds 
that money makes no difference, for it is 
but “a medium of exchange,” hence the 
effect of selling goods for money, which 
money will purchase other goods, is the 
same as using the same goods in bartering. 
But Messrs. Foster and Catchings point out 
that money is not only “a medium of ex- 
change,” but as at present used, where it is 
not spent immediately “is suspended pur- 
chasing power, left hanging over the mar- 
kets to be used nobody knows when, or 
where, or for what.” 

Though the waste caused by business de- 
pressions is a grievous fault in the present 
economic structure the authors by no means 


feel that it is a great enough fault to justify 
the abandoning of capitalism. In the first 
place, “to burn down the house in which we 
live before we have even working plans 
for a new one is the way of retrogression. 
In any event, it is folly to destroy the real 
structure that toiling generations have 
reared and attempt to build a new one 
upon a foundation of untried theories, until 
we know a great deal more than we now 
know about the structure that we seek to 
demolish.” Again, the capitalistic system 
is based on the profit motive, and the 
authors hold that “profit making, under such 
restrictions and conditions, and subject to 
such taxes as may from time to time be- 
come desirable, leads to the creation of 
greater wealth than any other feasible eco- 
nomic system that has ever been tried on a 
large scale or even suggested.” 

Nor is it suggested that the policy of 
corporations mentioned above, of “ploughing 
profits back into the business” or the habits 
of individuals of saving a part of their 
incomes be abandoned. “Both producers and 
consumers must save. Since, however, it is 
consumption and not abstinence that stim- 
ulates production, neither producers nor 
consumers are able to save without to some 
extent frustrating the social object of 
saving.” 

As a matter of fact, no means for cor- 
recting the condition described, are sug- 
gested. This constitutes the great disap- 
pointment of “Profits.” It is to be sup- 
posed that in a later volume the authors 
will take up the question of so altering the 
present organization of society to better the 
condition which they say has been respon- 
sible for the fact that “in the past genera- 
tion there have been no gains in human 
welfare at all comparable with the growth 
of industrial equipment and the improve- 
ment in the arts.” 

For the most part, this analysis of the 
present economic system is a qualitative 
analysis, largely because “the available 
statistics [to prove the thesis] are insuf- 
ficient for the purpose, since in the past 
this specific problem appears to have been 
overlooked.” In one chapter, near the end 
of the book, however, an attempt is made 
to show that statistics bear out the argu- 
ment set forth. This is by far the weakest 


(Continued on page 666) 


663 

















The Paying Teller’s Department 


By Glenn G. Munn, lecturer, American Institute 
of Banking. 144 pages, 4% by 6%. Bound in 
boards. Price, $1.25. 


The purpose of this volume is to present in 
a practical manner the functions of the paying 
teller and related departments in every phase 
—whether they occur in a city or country bank, 
or in the East or West. It is intended as a 
reference book to which the officers, paying 
tellers and other clerks may turn for guidance 
in answering questions which constantly arise 
with regard to cashing checks, certifications, 
reserve requirements, supply and disposition of 
money, tests for counterfeit money and raised 
bills, shipping curreacy, etc. 


The Bank Credit Investigator 


By Russell F. Prudden. 200 pages. Cloth. 


Price, $1.50. 


This book was written primarily as a text- 
book for the beginner—the young man who is 
just starting in at bank credit investigation 
work. It is designed to give him an under- 
standing of the importance of this branch of 
bank work, an appreciation of the necessity for 
tact and diplomacy, and by concrete example, 
to explain the various steps in the scientific 
investigation of a credit risk. Credit managers 
will find this book of the greatest usefulness 
in training the members of their staff and in 
helping them to avoid the errors that come 
from inexperience. Young bankers that expect 
to get into credit work should read this book 
in order to grasp the fundamentals of the work 
It should be in every bank library. 


Bank Credit Methods and Practice 


By Thomas J. Kavanaugh, vice-president, Mis- 
sissippi Valley Trust Co., St. Louis, and 
lecturer at St. Louis University. Second 
edition, 241 pages. Illustrated with forms. 
5% by 8. Cloth, $2.50. 


This book contains an accurate description 
of the operation of a credit department in a 
modern bank, showing how credits are passed 
upon by the bank executive and how essential 
information is kept on file. It is useful not 
only to the banker but also to the business 
executive who is interested in learning the 
banker’s attitude on what is and what is not 
a good credit risk. 


The Cause and Prevention of Bank 
Defalcations 


By Martin K. Fowler, New Jersey State Bank 
Examiner. 150 pages. 4% by 6%. Bound in 
boards. Price, $1.50. 


This book was written primarily as a means 
of pointing out to bank directors and officers 
their responsibility for the prevention of crim- 
inal defalcations. After many years of experi- 
ence Mr. Fowler has reached the conclusion that 
most defalcations can be prevented by more 
diligence on the part of directors in removing 
both the desire and the opportunity for crime. 
In this book the author sets forth the causes 
and suggests methods for the prevention of 
bank defalcations. 
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The Bank Agricultural Department 


By R. A. Ward, general manager, Pacific Co- 
operative Woolgrowers; formerly vice-presi- 
dent, First National Bank of Bend, Ore., and 
member of the agricultural committee, Ore- 
gon Bankers Association. 4% by 6%. Bound 
in boards. Price, $1.25. 


This book shows the bank serving an agricul- 
tural district how to organize a special depart- 
ment to serve the farming interests of the 
community. It tells why a service of this kind 
is profitable for the bank and how it can be 
of help to the bank’s customers. 


Elements of Foreign Exchange 


By Franklin Escher, special lecturer on Foreign 
Exchange at New York University. Ninth 
edition. 160 pages, 5% by 8. Cloth, $1.60. 


This book is elementary and is designed for 
the reader who wants to get a clear idea of 
how foreign exchange works without going too 
deeply into technicalities. It gives a clear un- 
derstanding of the causes which affect the 
movement of foreign exchange, its influence on 
the money and security market, etc. 


The New Business Department 


By T. D. MacGregor, vice-president, Edwin Bird 
Wilson, Inc. 104 pages, 4% by 6%. Bound in 
boards. Price, $1.25. 


This book describes the actual operation and 
organization of the “new business department” 
of a modern bank and shows how any bank can 
organize such a department and make it a 
profitable producer of new business and ac- 
counts. 


The Women’s Department 


By Anne Seward, Empire Trust Company, New 
York—one of the ablest and best known 
women bankers in the country. 120 pages. 
4% by 6%. Bound in boards. Price, $1.25. 


This book contains, in addition to interesting 
and helpful personal experience of the author, 
a fund of hardheaded and valuable information 
on the problems incident to the profitable opera- 
tion of the women’s department in a suburban, 
small town or metropolitan bank. An invalu- 
able book for banks operating women’s depart- 
ments or contemplating the organization of 
such departments. No bank official or bank 
woman can afford not to be informed on this 
phase of American banking. 


Commercial Paper 


By W. H. Kniffin, Jr., vice-president Bank of 
Rockville Centre, N. Y. 174 pages, illus- 
trated. 6 by 9. Cloth, $2.50. 


This book fills a long-felt want for a book 
that will enable the banker and the credit 
man to properly analyze credit statements and 
thus be able to pass properly on the credit risk 
involved. Also shows how to buy commercial 
paper. A number of actual financial statements 
covering various lines are given and carefully 
analyzed to show strong and weak points. The 
subject of acceptances is also given careful 
consideration. 
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Practical Books on Banking 








that should be in your library 








Encyclopedia of Banking and 
Finance 


By Glenn G. Munn, author, “The Paying Teller’s 
Department.” Lecturer, American Institute 
of Banking. 600 pages. 7% by 10%. Bound in 
cloth. Price, $10.00. 

This is the first encyclopedia of banking and 
finance to be published. It describes over 3000 
terms relating to money, credit, banking prac- 
tice and history, law, accounting and organiza- 
tion, foreign exchange, trusts, investments, 
speculation, markets and brokerage. Under one 
cover the author has compiled information 
taken from hundreds of different sources, 
alphabetically arranged so that the reader can 
turn to the subject in which he is interested 
with a minimum of time and effort. 

A feature of this work is the inclusion of the 
text of such important legislation as the Federal 
Reserve Act, the Federal Farm Loan Act, the 
Agricultural Credits Act, the Negotiable Instru- 
ments Law, the National Bankruptcy Act, the 
Bill of Lading Act and the Cotton Futures Act. 

Another valuable feature is the bibliography 
given at the end of each important topic, re- 
ferring the reader to the various sources from 
which more detailed information can be obtained 
about the subject in which he is interested. 

This book is useful for the bank executive as 
a handy work of reference, and to the student 
of banking as a means of acquiring a broad 
knowledge of banking subjects. Regular study 
of this book is recommended to those who 
would be well informed on banking. This book 
should be made available to employees in every 
bank in the country. 


Recollections of a Busy Life 


By the late James B. Forgan, formerly chair- 
man of the First National Bank, Chicago, 
De Luxe Autographed Editon, personally 
signed by the author. Only limited number 
still available. 335 pages. 5% by 8%. Genuine 
leather. Price, $6.00. 

This is the life story of one of America’s best 
loved bankers—-told in a simple, unassuming and 
yet wholly captivating style. From the day that 
“Jamie” Forgan’s grandfather walked three 
quarters of the two miles along the Fife Sea- 
coast with his youthful grandson before the 
latter embarked for Canada, to the day when 
James B. Forgan, banker, was summoned to the 
White House by Theodore Roosevelt to give the 
President his views on a national system for the 


mutual guaranty of bank deposits which Mr. 
Forgan opposed as inimical to sound banking, is 
a period of over fifty years, not one of which 
the author considered too “busy”’ to enjoy to its 
fullest. 

The lighter detaila of the author’s experi- 
ences as well as the more serious side In con- 
nection with his chosen profession make the 
book of interest to all bankers—young and old 
The younger bankers will receive inspiration 
from the author’s account of the reasons for his 
success, and the older generation will enjoy Mr. 
Forgan’s recollections of former days. 


The Romance and Tragedy of 
Banking 


By the late Thomas P. Kane, 
Comptroller of the Currency. 
by 6%. Bound in cloth, $5.00. 
This really remarkable book contains within 

its 550 pages the story of National Banking 
since the Civil War. It tells how the system 
was first put in operation and how it has been 
administered. Many interesting and significant 
incidents connected with National Bank super- 
vision are here related for the first time. 

One of the most interesting features of the 
book is its graphic description of the events 
leading up to many of the most famous bank 
failures under the National Bank Act. The 
eauses of bank failures are always of vital in- 
terest to bank executives, and these inside 
stories of famous disasters should prove particu- 
larly valuable. 

This volume is not dry and uninteresting. It 
is written in an easy, readable narrative style 
with particular emphasis on the human side of 
banking. The vivid personalities that have held 
the stage in the banking drama of the past 
half century are described, particular emphasis 
being placed on the Comptrollers of the Cur- 
rency, whose administrations are al! described 
in detail. 


former Deputy 
550 pages, 9% 





HOW TO ORDER 

Any of the books described above will 
be sent on five days’ approval to any 
bank or banker in the United States. 

Non-bankers and banks located out- 
side the United States should accompany 
their orders with cash remittances 
which will be promptly refunded upon 
the return of any book found to be un- 
satisfactory. 

















USE THIS COUPON 


THE BANKERS PUBLISHING COMPANY, 


71 Murray Street, New York, N. Y. 


You may send me on 5 days’ approval the items checked below. 


At the end of 5 days 


I will either pay you the amounts indicated or return the books. 


Bank Agricultural Department. $1.25. 
Bank Credit Investigator. $1.50. 
Bank Credit Methods. $2.50. 
Commercial Paper. $2.50. 

Paying Teller’s Department. $1.25. 
Elements of Foreign Exchange. $1.60. 
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Name 


New Business Department. $1.25. 
Women’s Department. $1.25. 
Encyclopedia. $10. 

Recollections. $6. 

Romance and Tragedy. $5. 

Bank Defaléations. $1.50. 





(Please print) 


Bank 





Address 
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part of the argument. Logically it is very 
convincing. But in adducing statistics to 
support the reasoning, there is a noticeable 
straining to make them prove what the 
authors wish to prove. A great deal of 
explanatory matter is necessary. The 
authors evidently realize this, and expect 
their contentions to be attacked, for on the 
back cover of the book, announcement is 
made that a prize of $5000 will be awarded 
for the best adverse criticism of the book. 
Further information on this prize contest 
can be obtained from the Pollak Founda- 
tion for Economic Research, Newton 58, 
Mass. 

In spite of the fact that the content of 
the book seems wandering in its progress 
toward the conclusion, and that much ir- 
relevant matter is included, making it very 
long; and in spite of the fact that the 
authors seem to strive to prove their propo- 
sition by repetition as well as by logic, it is 
very stimulating and interesting. The style 
is a refreshing departure from the cus- 
tomary style of books on economics. It is 
the most enjovable book of economic theory 
that this reviewer has read for six months. 


oo 


BankinG Trroven tue Acres. By Noble 


Foster Hoggson, New York.: Dodd, Mead 
& Co. $3. 


Tue scope of this attractive volume, dealing 
with the origin and early development of 
banking, is appropriately stated in the in- 
troduction by Willis Booth: 

“That the story of banking trails back 
into the dim mists of «antiquity everyoue 
knows. But the fact that this story is re- 
plete with intense human interest with color- 
ful detail, with stirring drama, and with a 
significance to civilization so profound as to 
be unparalleled in the history of any other 
vocation, comes to us with a shock of sur- 
prise. * * * It is with fragments of 
such a history, told with the vision of a poet 
who, while treating of the details of his 
narrative is yet conscious of their larger 
significances, that this informative volume 
deals.” 

To what importance in the life of a people 
banking has finally reached is thus set forth 
in the concluding words of the author: 

“In this modern world, as it has gradu- 
ally taken shape from the wild chaos of 
Ancient and Medieval times, banking has 
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assumed a significance far beyond wna 
could have been anticipated at any period 
during the early history of civilization. It 
ceased to be the convenience of a class, and 
became the necessity of a people. It is now 
one of the foremost functions of govern- 
ment. Our social and economic organization 
is inconceivable without the great banking 
systems which knit the whole commercial 
fabric together. The tide of our prosperity 
rises and falls through, and is gauged by 
our banking institutions. Our material civ- 
ilization is indeed built four-square on these 
institutions, which might be called the trans- 
formers through which the twin currents of 
commerce and industry flow. 

“Perhaps the future historian will look 
hack to the boiling commercial activity of 
today, and pausing for a salient phrase, 
set down this age in his record as The Age 
of Banks.” 

The beginnings and progress of banking 
will well repay careful study by those con- 
cerned in the conduct of modern banks. Mr. 
Hoggson has made it possible to gain this 
information pleasantly by means of clear 
text, delightful typography, binding and il- 
lustration. “Banking Through the Ages” is 
both attractive and instructive. 


+ 


EveryMAN’s INSURANCE. 
N. Y.: Appleton. $1.5u. 


By Frazer Hood. 


Accornine to Dr. Hood “insurance is a de- 
vice of society, evolved through many cen- 
turies, whereby economic losses are shared 
among a large number of individuals and 
the amount each must contribute to the 
common fund from which losses are to be 
made good is calculated to a mathematical 
nicety.” Accordingly, it is important that 
the average man know something about it, 
and he has written this book to give the 
reader a working knowledge of every type 
of insurance available, in such non-technical 
language that it will be easily grasped by 
those unfamiliar with it. 

In the opening chapter, the author takes up 
and discusses the four aspects of insurance: 
(1) the legal aspect, (2) the social aspect, 
(3) the aspect, and (4) the 
mathematical aspect. Passing then to life 
insurance, the family and business uses are 
described, the nature and principles of life 
insurance are discussed, and some attention 
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How Does Your Bank 
Compare with the Average! 


In analyzing the statement of your 
bank it is important to know how your 
ratios compare with the average ratios 
of other banks. If your investments, 
for example, are 20 per cent. of your 
loans and discounts it is important to 
know whether this ratio is above or 
below the average ratio of other banks. 
It is only by checking your statement 
with the average statements of other 
banks that you can determine exactly 
how your bank stands. 

What are the strong and weak points 
to look for in analyzing the financial 


statement of a banking institution? 
What methods should be used in deter- 
mining the strength or weakness of any 
bank’s statement? Much has been writ- 
ten on the analysis of statements of 
commercial companies but little infor- 
mation is available on bank statements. 

In order to analyze the condition of 
any bank thoroughly it is necessary to 
know certain faces regarding the bank’s 
management and policies. Do you know 
how to determine these facts? You will 
find a fund of information on these 
subjects in 


How to Analyze a Bank’s Statement 


This valuable pamphlet was prepared by 
the Credit Editor of THe Bankers Maca- 
ZINE in response to a wide-spread demand 
for accurate information on this subject. 

The author begins by giving a typical 
bank statement and reviewing it item by 
item explaining in detail what is meant by 
each. The items considered are those which 
usually appear on any bank’s statement such 
as loans and discounts, overdrafts, United 
States securities, other bonds and securities, 
stock of Federal Reserve Bank, due from 
hanks and bankers, etc. 


——— 





Do You Know What 
These Ratios Should Be ? 


1. Quick Assets to Demand Deposits 
2. Cash to Deposits 
3. Loans and Discounts to Deposits 
4. Capital and Surplus to Deposits 
5. Capital and Surplus to Fixed Assets 
6. Investments to Capital and Surplus 
7. Investments to Loans and Discounts 
8. Capital to Surplus 
9. Bills Payable to Rediscounts 

10. Losses : Dividends to Earnings 








After explaining in detail all of these 
items, the author proceeds to his analysis 
and shows how to pick out quickly and ac- 
curately the strong and weak points of the 
statement. He gives a list of ratios found in 
every bank statement and by means of a 
carefully worked out table shows what these 
should be for various classes of banks such 
as country banks, city banks, trust compan- 
ies, state banks, etc. This table is not based 
on theory but on actual statistics obtained 
through the analysis of many different state- 
ments. 


Every bank should have copies of this 
pamphlet for the use of officers and direc- 
tors. If you will fill out the coupon below 
and mail to us a dollar bill we will send 
you five vopies by return mail as long as our 
supply lasts. 





Bankers Publishing Company, 
71 Murray St., New York. 


Enclosed find $1 for which please 
send me 5 copies of “How to Analyze 
a Bank’s Statement.” 


RC, Ie 
Bank 


Address . 
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A New Book for 
Trust Departments 
in Banks and Trust 
Companies . 








This book discusses the functions of the 
trust department, the organization of such a 
department, its management and operation. 
It describes clearly and thoroughly how trust 
department work is handled in actual practice, 
every detail being covered from the personnel 
and organization to the safeguarding of securi- 
ties and handling of charges and fees. 


In a new book just published you can 
obtain all the above information 


Trust 
Departments 


in Banks and Trust Companies 


By Cray Herrick 


Vice-President the Guardian Trust Company, 
(Cleveland, Ohio 


{35 pages, 5 « 8, $4.00 net 


The book is the first complete specialized 
treatment of the trust department. It is an 
up-to-the-minute guide to the best and accept- 
ed trust department practice and procedure. 

Chapters on Trust Accounting and Audit 


this work. Separate chapters describe sys- 
tems in actual use for the safeguarding of 
securities and the handling of investments. 
Many valuable schedules, tables and lists are 
included throughout the book and also in the 
appendices. 





Some other good books of interest 
to Bankers: 


. Kniffin: Commercial Banking. 2 volumes $7.00 
2. Kniffin: American Banking Practice 3.50 
. Kniffin: The Business Man and His Bank 3.00 
. Wright: Bank Credit and Agriculture *.00 
5. Wright: Farm Mortgage Financing 
. Edwards: Foreign Commercial Credits 2.70 
. Goldenweiser: The Federal Reserve Sys- 
tem in Operation 
8. Kent: Mathematical Principles of Finance 3.00 
. Jamieson: Practical Banking 2.00 
10. Munn: Bank Credit Principles and Oper- 
ating Procedure 3.00 


You may order any of these informative books 
from 


\ 
The Bankers Magazine 
71 Murray Street, New York City 





and Control give specific information about - 








is given also to the types of policies and 
plans of insurance for employes, such as 
group and industrial insurance and disabil- 
ity insurance. Remarking on the great ex- 
pansion of life insurance during the last 
few years, Mr. Hood says that it can be 
called the first large scale co-operative un- 
dertaking in America. 

The description of the method of calcu- 
lating proper premiums appears to be a 
trifle tedious, but perhaps it is necessary 
to take them up in order to give the reader 
a clear understanding of life insurance. 
The different types of policies are discussed 
with specific illustrations to enable the 
reader to decide the best type of policy for 
himself. 

Part II takes up fire and marine insur- 
ance, and the differences between life and 
fire insurance are brought out. Fire in- 
surance seeks to prevent losses, as well as 
to pay them when they occur. The com- 
panies are continually advocating fire pre- 
vention methods and educating the general 
public in methods of fire prevention. The 
numerous benefits from both fire and marine 
insurance are enumerated and discussed at 
some length. 

Part III takes up the miscellaneous kinds 
of insurance, with special emphasis on the 
growth of automobile insurance during the 
last few years. 

The hook presents, in a clear and inter- 
esting manner, the subject of insurance and 
gives the reader an idea of the value of in- 
surance in its various phases in the home as 
well as in the business life of the people of 
this country. 


tear. Estate Apvertistnc. By Ward C. 
Gifford. N. Y.: Macmillan. $4. 


Fveryone is familiar with the shop-worn 
slogan “It Pays to Advertise.” While this 
is a very true statement, there is a vast 
difference between just mere advertising 
and good advertising. The purpose in this 
book on the fundamentals of real estate ad- 
vertising is to help the real estate sales- 
man. While one who is well established in 
this field will find the book interesting, it 
will, no doubt, be more profitable to the 
embryonic realtor, as it is easy to grasp, 
and contains but few technical terms. 

Mr. Gifford begins with the necessity for 
real estate advertising and just what con- 
stitutes a good real estate advertisement. 
He savs that “everything which goes out of 
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Encyclopedia of 


Banking and Finance 


Compiled by GLENN G. MUNN 


Contains 600 pages and over 
3000 terms relating to money, 
credit, banking practice, his- 
tory, law, accounting and 
organization, foreign ex- 
change, trusts, investments, 
speculation, markets and 
brokerage. 


600 pages—Price delivered $10 


Examine this New Book at Your Own Desk 


B* simply signing and mailing the 
coupon below you may exam- 

ine this important new book at 
your own desk without cost or obliga- 
tron and decide for yourself whether 
you wish to keep it for your financial 
library. 

You will find in this book under 
one cover a description of every 
term, expression cr phrase used in 
banking and finance. This means 
not just a dictionary definition of 
various terms but a complete treatise 
on the subject and a list of references 
to additional books for those who wish 
to investigate any particular subject in 
greater detail. 


One of the most valuable features 


of the book is the inclusion of the 
complete text of all important legis- 
lation involving business or finance 
such as the Federal Reserve Act, the 
Iederal Farm Loan Act, the Negotiable 
Instruments Law, the National Bank- 
ruptey Act, the Bill of Lading Act, the 
Cotton Futures Act, ete. 


By keeping a copy of this book on 
your desk you may have available at 
any time information on any subject 
that is liable to come up in connection 
with your daily work. 


But don’t take our word for this. See 
and examine the book for yourself. Mail 
the coupon today before the first edition 
is sold out. 





Approval Order 


THE BANKERS PUBLISHING COMPANY, 
71 Murray Street, New York City. 





You may send me on approval one copy of your new ENCYCLOPEDIA OF 


BANKING AND FINANCE. 


I will remit $10 or return the book to you within five days after I receive it. 


ae 








Address ... 





670 


an office, or enters into the business of a 
real estate man should be considered in the 
light of advertising.” This he backs up 
by discussing, and in many cases illustrating 
the kinds of advertising, the choice of media, 
size of space for different type ads, posi- 
tion on the page and in the periodical or 
magazine, letters, letterheads, circulars, di- 
rect-by-mail campaigns, signs, use of color, 
preparation of copy, layout, type, real es- 
tate finance, property management, pub- 
licity, co-operation with real estate editors 
of newspapers, and every conceivable phase 
of the real estate business. 

The sequence of this book as a whole is 
a trifle jumbled, but this is due to the ex- 
tensive field that it covers. However, it has 
a thorough index, and should be a profitable 
aid to anyone as a reference book. 


& 


Notes 


The Union Trust Company, Detroit, Mich., 
is publishing an “Executives’ Bulletin,” the 
purpose of which is, as it says “to conserve 
the time of busy men.” It contains brief 
digests of articles in various magazines, in 
which executives are likely to be interested. 
‘The March issue contains digests of articles 
from Commerce and Finance, Printers’ Ink, 
The Annalist, Manufacturing Industries, 
Advertising and Selling Fortnightly, Sales 
Management, Commerce Reports, Factory, 
Barron’s, Atlantic Monthly, Purchasing 
Agent, Manufacturer's Record, Credit 
Monthly, and American Exporter. 


© 


The Policyholders’ Service Bureau of the 
Metropolitan Life Insurance Company, New 
York, has put out what should be a very 
useful pamphlet on “Budgeting for the 
Bank,” showing “not only that it is entirely 
practicable for a bank to operate on a 
budget plan, but that the use of such a pro- 
cedure possesses many advantages.” ‘The 
pamphlet includes extracts from letters 
from numerous banks giving their experi- 
ence with budgeting, and several suggested 
forms and methods for making up the bud- 
get. While few banks at present make 
up a complete budget, that is, an estimate 
of both income and expenses, a great many 
banks do make very complete budgets of 
expenses. The application of budgeting to 
banking is another application of scientific 
methods to banking and business, and as 
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such, it deserves to be encouraged. To 
banks interested in up-to-date procedure, 
this booklet should be very helpful. It will 
do good service if it only brings the mat- 
ter of budgeting to the attention of more 
banks. 


© 


Dr. Ira B. Cross, professor of economics 
of the University of California and dean 
of San Francisco Chapter, American Insti- 
tute of Banking, is writing a history of 
banking in California, which will bear the 
title “Financing an Empire.” 








“The Clearing and Collection of 
Checks” by Walter Earl Spahr (N. Y.: 
Bankers Publishing Co. $7.50) was pub- 
lished as this issue of the magazine goes 
to press. It will be reviewed in these 
columns next month. 
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THoMAS JEFFERSON. 
N. Y.: Macmillan. 


Lire AND LETTERS OF 
By Francis W. Hirst. 


$6. 
& 
Other New Books 


Tue INvesTiGATION oF Business ProsLeMs; 
TECHNIQUE AND Procepure. By J. Eigel- 
berner. Chic.: A. W. Shaw Co. $6. 

BupceTinc To THE Business Cycre. By 
Joseph H. Barber. N. Y.: Ronald Press. 
$1.25. 


The Meruop or ANALYZING  BvsiNEss 
Data. Urbana, Ill: University of Illinois 


Bureau of Business Research. 

SoctaL SrrvaeG.es AND Mopern_ Socia.isM. 
By Max Beer. Boston: Small, Maynard. 
$2. 


THe OFFICE oF CoMPTROLLER OF THE 

Currency; Irs Hisrory, Activiries AND 

3yv John G. Heinberg. Bal- 
timore: Johns Hopkins Press. $1. 

Tue Bonvs anv tHE Buncer, N. Y.: Metro- 
politan V.ife Insurance Co., Polieyholders’ 
Service Bureau. gratis. 

Tue Mint: Its 
ACTIVITIES AND ORGANIZATION. 
P. Watson. 


Press. $1. 
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By Jesse 


Batlimore: Johns Hopkins 





